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ing opposition to section 3 of House bill 8477,
& bill to continue the Commodity Credit Cor-
poration; to the Committee on Banking and
Currency.

3711. Also, petition of Fred Walters and 20
other St. Louls cltizens, protesting against
the passage of House bill 2082, which seeks to

enact prohibition for the period of the war; -

to the Conmimittee on the Judiciary.

3712, Also, petition of William G. Maul-
kardt and other St. Louis citizens, protest-
ing against the passage of House bill 2082
which seeks to enact prohibition for the
period of the war; to the Committee on the
Judiciary.

87138. Also, petition of W. B. Moloney and
other St. Louis citizens, protesting against
the passage of House bill 2082 which seeks
to enact “prohibition for the period of the
war: to the Committee on the Judiciary.

3714. Also, petition of John F. Spangler
and 20 other St. Louls ecitizens, protesting
against the passage of House bill 2082 which
secks to enact prohibition for the period
of the war; to the Committee on the Judi-
ciary.

3715. Also, petition of R. Fife and 20 other
Bt. Louils citizens, protesting against the
passage of House bill 2082 which seeks to
enact prohibition for the period of the war;
to the Committee on the Judiciary.

3716. By Mr. SADOWBSEI: Petition of the
common council of the city of Hamtramek,
Mich., at its regular meeting held in the
city council chambers on November 9, 1943;
to the Committee on Foreign Affairs,

38717. By Mr. ROLPH: Resolution of the
Bociety of Insurance Brokers, San Francisco,
Calif., endorsing House bills 3269 and 3270
ancd Senate bill 1362 and urging enactment;
1o the Committee on the Judiciary.

HOUSE OF REPRESENTATIVES

WEDNESDAY, NovEMBER 24, 1943

The House met at 11 o’clock a. m.

Rev. Bernard Braskamp, D. D., pastor
of the Gunton Temple Memorial Presby-
terian Church, Washington, D. C., offered
the following prayer:

Most merciful and gracious God, by
whose Spirit we have guidance and un-
derstanding, help us during this day to
give ourselves unreservedly to Thy lead-
ing, holding our own wishes in suspense
until Thou dost declare Thy will.

We pray that Thou wilt create within
the hearts of these Thy servants those
desires which Thou dost delight to sat-
isfy. Grant that their minds may be
veritable sanctuaries of those revelations
and visions of the wisdom of God which
shall enable them to find a happy solu-
tion to the many difficult problems con-
fronting our generation.

As Thou hast opened Thy hand in
blessing upon our beloved country, so
wilt Thou enlarge our souls with a sin-
cere desire to bring in that blessed time
when every need of struggling humanity
shall be supplied and righteousness and
peace shall flow as a mighty stream.

To Thy name we shall give all the
praise. Amen.

The Journal of the proceedings of yes-
terday was read and approved.
MESSAGE FROM THE SENATE

A message from the Senate, by M.
Frazier, its legislative clerk, announced
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that the Senate had adopted the follow-
ing resolution (S. Res, 211) :

Resolved, That the Senate had heard with
profound sorrow and deep regret the an-
nouncement of the death of Hon. W. WARREN
BARBOUR, late a Senator from the State of New
Jersey.

Resolved, That a committee of 12 Senators
be appointed by the President of the Senate
to take order for superintending the funeral
of the deceased Benator.

Resolved, That the Secretary communicate
these resolutions of the House of Repre-
sentatives and transmit a copy thereof to
the family of the deceased.

Resolved, That as a further mark of respect
to the memory of the deceased the Senate
do now take a recess until 12 o'clock noon on
Friday next.

The message also announced that pur-
suant to the provisions of the above reso-
lution the Vice President had appointed
Mr. Hawkes, Mr. VANDENBERG, Mr. WHITE,
Mr. AustiN, Mr. MaLoNEY, Mr. TRUMAN,
Mr. GrReEeN, Mr. MILLikiN, Mr. TUNNELL,
Mr. EastranD, Mr. REvERcoMB, and Mr.
RoBERTSON members of said committee on
the part of the Senate.

COMMEMORATING THE FORTIETH ANNI-
VERSARY OF THE FIRST AIRPLANE
FLIGHT BY WILBUR AND ORVILLE
WRIGHT

Mr. JEFFREY. Mr. Speaker, I ask
unanimous consent for the present con-
sideration of House Joint Resolution 175
commemorating the fortieth anniversary
of the first airplane flight by Wilbur and
Orville Wright.

The Clerk read the title of the joint
resolution.

The SPEAKER. Is there objection to
the present consideration of the resolu-
tion?

Mr, MICHENER. Mr. Speaker, re-
serving the right te object, will the gen-
tleman state what the resolution is and
whether it comes with a unanimous re-
port from the committee?

Mr. JEFFREY. Mr. Speaker, this
resolution was referred to the House
Committee on the Library. It received
their unanimous approval and was re-
ported out.

The resolution simply commemorates
the fortieth anniversary of the first flight
of the Wright brothers, which anniver-
sary will occur on December 17, 1943.
The resolution asks no appropriation of
money but expresses the gratitude and
respect of the Nation through its elected
representatives and orders that an en-
grossed copy of the joint resolution be
presented to Orville Wright, the surviv-
ing brother.

Mr. MICHENER. In other words, the
resolution is simply one of gratitude and
respect and orders only that an engrossed
copy of the joint resolution be trans-
mitted to the person designated.

Mr. JEFFREY. Exactly.

Mr. MICHENER. Mr., Speaker, I
withdraw my reservation of objection.

The SPEAKER. Is there objection to
the present consideration of the resolu-
tion?

There being no obiection, the Clerk
read the resolution, as follows:

Whereas on December 17, 1903, the first
flight of a heavier-than-air machine was
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made by Wilbur and Orville Wright at Kill
Devil Hills, Eitty Hawk, N. C.: and

Whereas this flight fulfilled man’s dream
to conquer the air; and

Whereas this achievement of the Wright
brothers has been of incalculable value to
mankind; and

Whereas the Congress of the United States
heretofore has recognized this epochal event
by authorizing the erection of a memorial
at the place of the flight; and

Whereas the fortieth anniversary of the
first flight of a heavier-than-air machine will
be commemorated on December 17, 1943:
Now, therefore, be it

Resolved, ete., That the Natlon express its
gratitude and respect for this signal and
astounding contribution to the progress of
the world on the fortleth anniversary
thereof.

That an engrossed copy of this joint reso-
lution be transmitted to Orville Wright, the
surviving brother.

The resolution was ordered to be en-
grossed and read a third time, was read
the third time, and passed, and a motion
to reconsider was laid on the table,

Mr. JEFFREY. Mr. Speaker, I ask
unanimous consent to extend my re-
marks at this point in the Recorbp.

The SPEAKER. Without objection, it
is so ordered.

There was no objection.

Mr. JEFFREY. Mr.. Speaker, this
Nation is justly proud of its famous sons.
Two of these are the Wright brothers of
Dayton, Ohio.

On December 17, 1903, Orville and
Wilbur Wright flew the first airplane on
the sands of Kill Devil Hills at Kitty
Hawk, N. C. That flight signalized man’s
conquest of the air., For years it had
been a dream, the subject of poetry and
prose. For years man had vainly striven
to conquer space. Now dream and effort
had become reality. .

That achievement is unsurpassed in
the annals of mankind. Heretofore the
Congress has properly recognized the
anniversary of this epochal event. It is
fitting that the fortieth anniversary of
this first flight should be commemorated.

In keeping with the life and character
of the surviving brother, Orville Wright,
I have introduced House Joint Resolu-
tion 175. This simple resolution ex-
presses the gratitude and respect of the
Nation through its chosen representa-
tives to two great Americans. It voices
the pride of a people in a genius whose
contribution is ageless.

EXTENSION OF REMARKS

. Mr. HOEVEN. Mr. Speaker, I ask
unanimous consent to extend my own re-
marks in the Recorp and include certain
clippings. A

The SPEAKER. Without objection, it
is so ordered.

There was no objection.

GEN. GEORGE S. PATTON, JR.

Mr. HOEVEN. Mr. Speaker, I ask
unanimous consent to address the House
for 1 minute:

The SPEAEER. Without objection, it
is so ordered.

There was no objection. ;

Mr., HOEVEN. Mr. Speaker, this
morning I received a telegram from a
representative of one of the largest
American Legion posts in the State of
Iowa, as follows:

AUTHENTICATED
U.S. GOVERNMENT
INFORMATION

GPO




9906

Respectfully request that you demand a
full investigation of the General Patton in-
cident with A. E. F. These are American
eoldiers and not Germans. If our boys are to
be mistreated, let's import Hitler and do it
up right.

The Patton incident is most unfor-
tunate. The fathers and mothers of
America having boys in the service, al-
reany weighed down by concern for.the
welfare of their sons, now will have the
added anxiety of wondering whether or
not their boys are being abused by hard-
boiled cfficers. Perhaps we have too
much “blood and guts” now. I feel that
the entire matter should be investigated
by our Committee on Military Affairs.
Apparently General Patton is getting by
with an apology. If the soldier had
struck the general, we would have had a
different story.

WAR RELOCATION AUTHORITY

Mr. POULSON. Mr. Speaker, I ask
unanimous consent to addr ess the House
for 1 minute.

The SPEAKER. Without objection, it
is so ordered.

There was no objection.

Mr. POULSON. Mr. Speaker, I would
like to take this occasion to again pub-
licly proclaim in behalf of 95 percent of
the people of California our dissatisfac-
. tion with the appeasement program of

Mr. Dillon Myer, of the War Relocation
Authority. We in California realize that
Mr. Myer has not made the segregation
of loyal and disloyal Japanese, and if he
continues in office, his policy of pamper-
ing the Japanese who admit their dis-
loyalty will create situations far more
serious than the Tule Lake incident.
Inasmuch as this is another agency set
“up by Executive order and not subject
to congressional control, there remains
only one avenue through which Con-

gress can exercise its influence. That is

through appropriations. The Commit-
tee on Appropriations will soon receive
a request for many millions of dollars
for the continuation of this appeasement
and coddling program so I petition the
members of the Committee on Appro-
priations to exercise their most judicious
consideration in the granting of further
appropriations for this organization,

THE TAX BILL

Mr. ENUTSON. Mr. Speaker, I ask
unanimous consent to address the House
for 1 minute.

The SPEAKER. Without objection, it
is so ordered.

There was no objection.

Mr. KNUTSON. Mr. Speaker, a num-
ber of Members have spoken to me with
reference to the tax bill which is to fol-
low shortly, and I am therefore taking
the floor for the purpose of announcing
that we are willing to do everything we
can to secure a final vote on the bill to-
day so that Members who desire to leave
town over the week end may do so.
Here it is almost quarter past eleven.
Judging by the number of Members who
were on their feet a few moments ago
seeking recognition, I am afraid the
final vote on the bill will have to go over
until tomorrow unless we can have co-
operation,
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RELIGIOUS FREEDOM

Mr., BRYSON. Mr. Speaker, I ask
unanimous consent to address the House
for 1 minute.

The SPEAKER. Without objection,
it is so ordered.

There was no objection.

Mr. BRYSON., Mr. Speaker, I rise at
this time to say a word of commendation
for the excellent work which has been,
is, and I hope shall continue to be done
by the Thomas Jefferson Bicentennial
Commission.

everal excellent publications have
been heretofore issued by the Jefferson
Commission through its capable secre-
tary, Hon. Edward Boykin, the latest of
which I now held in my hand, treating
of religious freedom. This valuable doc-
ument is now available from the Com-
mission by Members of Congress upon
their individual requests and, no doubt,
the supply will be quickly exhausted.

Those of us who are being supplied
with documents about the life, character,
and work of the Sage of Monticello for
distribution among our schools, libraries,
colleges, and the public generally, are
most fortunate. The availability .of de-
sirable, authentic publications about
Thomas Jefferson has been scant. I
take this occasion to commend the gen-
tlemen comprising the Jefferson Com-
mission upon the fine work they are do-
ing and feel that I voice the sentiment of
the vast majority of our colleagues.

EXTENSION OF REMARKS

Mr. LANE, Mr. Speakér, I ask unani-
mous consent to extend my own remarks
in the Appendix of the Recorp and to in-
clude therein an article appearing in the
Lawrence Evening Tribune, Lawrence,
Mass., November 19, and I also ask
unanimous consent fto extend my own
remarks in the REcorp and to include a
peace program proposed by the Knights
of Columbus and adopted by the Su-
preme Council on August 19, 1943.

The SPEAKER. Is there objection to
the request of the gentleman from Mas-
sachusetts [Mr. LANE]?

There was no objection.

(Mr, WickersHAM asked and was given
permission to extend his own remarks in
the Appendix of the RECORD.)

Mr. MADDEN. Mr. Speaker, I ask
unanimous consent to extend my own re-
marks in the REcorp and to incluce
therein an editorial from the Gary Post-
Tribune, written by H. B. Snyder.

The SPEAKER. Is there objection to
the request of the gentleman from In-
diana [Mr. MADDEN]?

There was no objection.

Mr. MANSFIELD of Montana. Mr.
Speaker, I ask unanimous consent to
extend my own remarks in the Appendix
of the Recorp and to include therein a
tribute to an old friend of mine,

The SPEAKER. Is there objection to
the request of the gentleman from Mon-
tana [Mr. MANSFIELD]?

There was no objection.

(Mr. WasiELEwsKI asked and was
given permission to extend his own re-
marks in the Appendix of the RECORD.)

Mr.. SLAUGHTER. Mr. Speaker, I
ask unanimous consent that my col-
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league from Alabama [Mr. NEwsOME]
may be permitted to extend his own re-
marks in the RECORD.

The SPEAKER. Is there objection to
the request of the gentleman from Mis-
souri [Mr. SLAUGHTER]?

There was no objection.

(Mr, LEMkE asked and was given per-
mission to extend his own remarks in
the Recorp.)

Mr, SCHIFFLER. Mr. Speaker; I ask
unanimous consent to extend my own re-
marks in the Recorp and to include sepa-
rately two editorials.

The SPEAKER. Is there objection to
the request of the gentleman from West
Virginia [Mr, SCHIFFLER].

There was no objection,

. PERMISSION TO ADDRESS THE HOUSE

Mr, VURSELL, Mr, Speaker, I ask
unanimous consent to address the House
for 1 minute,

The SFEAKER. Is there objection to
the request of the gentleman from Illi-
nois [Mr, VURSELL]?

There was no objection.

[Mr, VumsglL addressed the House.
His remarks appear in the Appendix.]

EXTENSION OF REMARKS

Mr. O'BRIEN of New York. Mr.
Speaker, I ask unanimous consent to ex-
tend my own remarks in the REcorp and
to include therein a letter sent to me by
one of ray distinguished constituents
with reference to subsidies, and I also
ask unanimous consent to extend my own
remarks in the Recorp and to include a
speech given by the national commander
of the American Legion in Chicago on
November 10 before the American
Petroleum Institute.

The SPEAKER. Is there objection to
the request of the gentleman from New
York [Mr, O'BRIEN]?

There was no objection.

FISH BRING $4.56 A POUND

Mr. GIFFORD, Mr. Speaker, I ask
unanimous consent to proceed for one-
half minute.

The SPEAKER. Is there objection to
the request of the gentleman from Mas-
sachusetfs [Mr. GIFFORD]?

There was no objection.

Mr. GIFFORD. Mr, Speaker, I made
a statement yesterday that fish were
bringing $4.55 per pound. Perhaps you
disbelieve that, but I want to put in the
Recorp a full explanation of why that
situation exists in the attempt to fix
prices. In order to secure the catch the
processor will pay enormous prices for
fish on which there are no ceilings. It is
a peculiar situation. Read this article.
It is illuminating,

FISH BRING $4.55 A POUND

New Bedford’s fluke market on the fish
exchange repeated itself Sunday, when the
non-price-controlled fish sold for the un-
precedented prices of #4.56 and $4.50 a pound.

The bidding skyrocketed as dealers resumed
their feud over control of the yellowtail
market. Last week end similar attempts to
obtain yellowtails, in spite of the much-
disputed voluntary allocation plan which
restricts catches to flve dealers, resulted in
gg::es of $2.36 for fluke and $1.51 for butter-
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Records of the United States Fish and Wild-
life Service showed that 13,000 pounds of
yellowtalls on the Sankaty Head went along
with 80 pounds of fluke selling at $4.50, while
16,000 pounds of yellowtalls aboard the Gay
Head accompanied about 150 pounds of fluke
at £4.55. The fish normally sells for about 25
cents. .

Buyers were reported to be the Dartmouth
Fillet Co, and L. S, Eldridge & Son.

Certain of New Bedford's established
dealers reported last week that they were
“teaching a lesson” to dealers failing to abide
by the allocation plan. Under the noncom-
petitive system of ceiling prices for yellow-
tails, bidding for non-price-controlled fish
on the side appeared to br a way of de-
termining who should get the catch.

Fishermen who brought in the fish on both
occasions were reported to be bewildered by
the turn of events which made dealers attach
such a price to the hitherto neglected fluke.

EXTENSION OF REMARKS

Mr. PATMAN, Mr, Speaker, I ask
unanimous consent to extend my own
remarks in the Recorp on three subjects
and to include certain statements and
excerpts.

The SPEAKER. Is there objection to
the request of the gentleman from Texas
[Mr, PaTMan]?

There was no objection,

ANTISUBSIDY GROUP WILL LOSE

Mr. PATMAN. Mr. Speaker, I ask
unanimous consent to proceed for 1
minute.

The SPEAKER. Is there objection to
the request of the gentleman from Texas
[Mr, PaTMaAN]1?

There was no objection.

Mr. PATMAN. Mr. Speaker, the vote
yesterday on the subsidy gquestion in-
dicates that the antisubsidy propo-
nents do not have a two-thirds vote.
On my amendment to strike out section
3 they lacked 10 votes of having enough
for a two-thirds majority, and on the
Monroney amendment they lacked 29
votes of having two-thirds. So instead
of the antisubsidy group being en-
couraged over yesterday's vote, in view
of the undisputed facts they should be
discouraged because the outlook for them
is gloomier than ever, and I predict they
will lose.

ANSWERING MRE. FULTON LEWIS, JR.

Although I did not hear him, I under-
stand that the radio spokesman for the
Republican Party, Mr. Fulton Lewis, Jr.,
last night on his radio broadcast left
the impression that I had changed my
views on the subsidy question because I
voted to extend the life of the Commod-
ity Credit Corporation. If such an in-
ference were left, it was an erroneous
one, since I am just as much opposed

to prohibiting subsidies as ever and will

continue my efforts to eliminate the pro-
vision in the bill that will prohibit them.
If the Senate does not strike out this
provision and the conference committee
does not strike it out, the President will
veto the bill and I will vote to sustain

his veto.
THE TAX BILL

Mr. CLARK. Mr. Speaker, I call up
House Resolution 360 and ask for its im-
mediate consideration.
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The Clerk read as follows:

Resolved, That upon the adoption of this
resolution it shall be in order to move that
the House resolve itself into the Committee
of the Whole House on the state of the Union
for the consideration of the bill (H. R. 3687)
to provide revenue, and for other purposes,
and all points of order against said bill are
hereby waived., That after general debate,
which shall be confined to the bill, and shall
continue not to exceed 2 days, to be equally
divided and controlled by the chairman and
ranking minority member of the Committee
on Ways and Means, the bill shall be con-
sidered as having been read for amendment.
No amendment shall be in order to said bill
except amendments offered by direction of
the Committee on Ways and Means, and said
amendments shall be in order, any rule of the
House to the contrary notwithstanding.
Amendments offered by direction of the Com-
mittee on Ways and Means may be offered
to any section of the bill at the conclusion
of the general debate, but such amendments
shall not be subject to amendment. At the
conclusion of the consideration of the bill
for amendment, the Committee shall rise and
report the bill to the House with such amend-
ments as may have been adopted, and the
previous question shall be considered as or-
dered on the bill and amendments thereto
to final passage without intervening motion,
except one motion to recommit.

Mr. CLARE. Mr. Speaker, I yield 30
minutes to the gentleman from New
York [Mr. Fisal and yield myself 5§ min-
utes.

Mr. Speaker, this rule would of course
make in order the immediate consider-
ation of the tax measure. The Com-
mittee on Ways and Means was unani-
mous in requesting the Committee on
Rules to report out this particular type
of rule. It is of course a closed rule,
which permits of no amendments except
those approved by the Committee on
Ways and Means. This is the usual type
of rule under which tax measures have
to be considered.

I wish to congratulate the Committee
on Ways and Means, whether it has fully
met the views of everyone in the country
or not, for having returned to Washing-
ton before the recess was over and gone
to work on this tax measure. The mem-
bers of this committee have worked on
it for many, many weeks, long, hard
hours, both day and night. I feel that
they have undertaken seriously to do
that which in their judgment is best for
|_the country under the presenf circum-
stances, and that we may rely with a
great deal of confidence on what they
have done.

I know the House wants to get down
to the consideration of the measure and
I see no particular reason why we should
consume much time in debating this rule.
I shall cooperate with the gentleman on
the minority side and conclude the de-
bate on the rule as speedily as possible.

Mr. FISH. Mr. Speaker, I yield my-
self 10 minutes.

Mr. Speaker, as the distinguished gen-
tleman from North Carolina [Mr. CLARK]
has so ably stated, this rule comes to
the House upon the recommendation of
the Committee on Ways and Means,
who were unanimous in asking for this
type of rule. The Committee on Rules

reported it out also by & unanimous vote
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to the House, who, of course, in the last
analysis, are the masters of their own
rules. However, for this particular type
and character of bill, this is the custom-
ary rule, in order to avoid confusion
and delay.

Mr. Speaker, it is not my function as
a member of the Committee on Rules to
discuss the intricacies of this revenue
legislation. * That is the duty of the
committee members under. the very dis-
tinguished leadership of the gentleman
from North Carolina, Chairman ROBERT
Dovcnron, the greatest Roman of them
all. But, Mr. Speaker, I do propose to
take some time to refresh the memories
of the Members of the House on both
sides as to the original proposal emanat-
ing from the Secretary of the Treasury,
Henry Morgenthau, Jr., which, in my
humble opinion, if it had been carried
out, instead of heing repudiated by the
Committee on Ways and Means, would
have put us on a level with the Com-
munists, and might have even outcom-
munized the Communists. So I propose
to take time, not to talk about the de-
tails of the tax bill which is before you
but to speak about the original proposal
as submitted by the Secretary of the
Treasury.

I take this occasion to congratulate the -
Republican members of the Committee
on Ways and Means for refusing to fur-
ther increase income taxes and place op-
pressive burdens upon the American
people, particularly the middle class,
who are already groggy and staggering
along under the tax load as best they
can. Those sound and wise Democrats
who joined with them under the able
leadership of the gentleman from North
Carolina, Chairman Boe DoucHTON, are
likewise to be highly commended for op=
posing the preposterous and communis-
tic proposal of Secretary of the Treasury
Morgenthau to virtually limit net in-
comes to $10,000.

The public was never fully informed
of the abomination of desolation recom=-
mended by Secretary Morgenthau. Pre-
viously the attempt to limit salaries to
$25,000 was squelched by Congress and
by the American press as an attempt to
interfere with private initiative and free
enterprise. However, the original tax
proposal of Secretary Morgenthau at the
hearings on the present bill was incom-
parably more drastic and revolutionary
and actually limited net salaries and
incomes to $10,000. A taxpayer with
$150,000 net would have only $6,600
remaining after taxes, whereas another
taxpayer with $15,000 net would have
$7,600, or $1,000 more, left after payment
of taxes.

Mr. KNUTSON. Mz, Speaker, will the
gentleman yield?

Mr. FISH. I shall be delighted to
yield to my distinguished colleague from
Minnesota, who some day will be the
chairman of the Committee on Ways and
Means.

Mr, ENUTSON. I thank the gentle-
man., We accept the nomination with
due humility.

Mr, FISH, It is inevitable.
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Mr. ENUTSON. I should like to call
the attention of the gentleman to the
fact that an individual with an income of
$750,000 in 1244 and again in 1945 will
pay the full $750,000 plus $3,250.

Mr, FISH. In other words, pay 101
percent,

Mr, ENUTSON. On a $1,000,000 in-
come the individual will pay $5,750 in
addition to the full million dollars in
1544 and again in 1945, and so on. The
more his income the more he will owe.
The man with a $5,000,000 income will
owe $45,750 plus the $5,000,000.

Mr. FiSH. Then, as I take it, I have
underestimated the situation. I stated
the original Morgenthau proposal would
limit incomes and salaries to $10,000 a
year. Now, according to my friend from
Minnesota, some of the taxpayers in the
higher brackets will be owing money.
They will be called upon to pay over 100
percent of their income and will not have
$10,000 left after taxes. I thought the
man who had a million-dollar income
was to at least retain $10,000. Evidently
I have made a mistake, and he will be
owing more than that to the Govern-
ment. But as a general proposition,
what I stated was to the effect that it
was an attempt to limit all salaries and
incomes to $10,000.

You gentlemen of the House on both
sides, because this is not a political issue,
remember the furor and the uproar when

~President Roosevelt and the Treasury
Department suggested limiting not in-
come but salaries to $25,000 annually.
That was squelched by an overwhelming
vote of the House. Now the Secretary
of the Treasury in his original proposal
on this tax bill which he and his Treas-
ury subordinates advocated before the
Committee on Ways and Means sought
to limit salaries and incomes—all in-
come—io $10,000 a year. I submit this
Socialist plan is not known to the Amer-
ican public. The details were never
really told to the American people. I
have talked to literally hundreds of busi-
nessmen, large and small, and not one
of them had heard of this radical at-
tempt to limit salaries and income to
$10,000. They all knew about what they
called the outrage to limit salaries to
$25,000, but when it came to limiting
both to $10,000, they had never heard of
it. That is why I am taking the floor
today, to refresh the memories of at least
the Members of the House of Represent-
atives on hoth sides as to this outrageous
proposal emanating in the first instance
from the Treasury Department.

The largest taxpayers, already
squeezed white, would be mulcted of vir-
tually all their income by the Govern-
ment. As my friend from Minnesota
suggests, they will be mulcted of all of it
and more, too. The recommendsations of
the Secretary cf the Treasury would also
have tended to liquidate the middle class,
the farmers, the home owners, and the
small-business and professional men
and women, and also would have added
greatly to the burden of the wage earn-
ers, which would have caused severe
hardship in every American home.

The proposal to virtually limit income
to $10,000 and to heap additional taxes
on the already overburdened middle class
was an attempt by tax legislation to
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socialize and revolutionize America and
to out-communize the Communists.

The existing income taxes are already
oppressive and further burdens would be
destructive of free enterprise and the
American standard of living. The way
to stop crushing and excessive taxes is
to economize and reduce governmental
expenditures all along the line by abol-
ishing useless bureaucratic agencies,
eliminating at least 300,000 Federal em-
ployees as a beginning, and supervising
war expenditures. The Congress made
a good start yesterday in stopping the
vicious subsidy program, which if it ever
got underway would have cost the tax-
payers $2,000,000,000 annually. Even
the Democratic members of the Commit-
tee on Ways and Means threw the social-
istic-communistic Morgenthau proposal
to confiscate large incomes and liquidate
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the middle class out of the window. The
brazen attempt of the New Deal admin-
istration, drunk with power and long
tenure of office, to use the tax system to
limit all incomes to $10,000 and to under-
mine thereby the American system of
free enterprise was repudiated not only
by the Republican members, but by Jei-
fersonian Democrats on the Committee
on Ways and Means, much to their
credit.

Mr. Speaker, I believe the whole
House, Republicans and Democrats, owe
a vote of gratitude to the members of
the Committee on Ways and Means for
throwing this outrageous proposal into
the New Deal ashecan.

Mr, Speaker, the following table illus-
trates what the total tax burden would
be under the original Treasury plan for
individual taxpayers:

Comparison of total tax burden under eristing law and under Treasury plan (no post-
war eredit allowed)—Married person, no dependents

= 5 Effective rates (net tax plus | Net income after tax (net
Netiinsome Net tax plus }4 unforgiven tax 14 unforgiven tax) tax plus }4 unforgiven tax)
before !
persona Increase
exemption . Treasury | Imerease or| Present |Treasury SR L Treasur;
Present law plan reduction law plan S 'ritbiuc- Present law plan *
Percent | Percent

=, 213 $508, 72 $600. 00

-, 837 T43.72 750. 00
-, 502 T2 06 800, 00
—1. 462 985, 88 1, 000. 00
AT7 1,178. 72 1,173. 00
1. 915 1,420. 72 1, 392. 00
0. 2.807 1, 642. 62 1, 592.10
3 3.253 1, 794. 55 1, 727, 50
4, 816 2,174. 59 2,054. 00
. 6. 201 2, 654. 22 2, 365, 50
h 8. 810 3, 286. 89 2,934. 50
L 10. 301 4,012, 80 3,497.75
0. | 11. 512 4, 702. 72 4,012. 00
o 12,333 5, 383. 64 4, 520. 25
A\ 13.113 6, 028, 56 4,979, 50

. 13. G686 6, 664, 87 5,432.75
S 14. 1584 7, 264, 38 5, B46. 00
E-BQ. 15, 558 9, 960, 22 7, 626, 50
16. 280 12, 093. 55 8, 837, 50
. g 16. 782 13, 812, 89 9, 617. 50
. 17. 106 15, 280, 22 10, 157. £0
7 17. 316 17, 836, 89 10, 910, 50
3 16. 8493 19, 759, 42 11, 263. 00
54, 16. 425 21,144. 37 11, 280. 50
.3 15. 749 22, 191. 81 11, 167. 50
893, 14.£03 22,001, 76 10, S08. 00
20, e | amamae| o 9o8rc0

L 3. y 408, 9, 987. &
127,155, 13 14"-, 311 OU 16, 156, 87 10. 770 22, 844, 87 6, 6'3;. (lg
178, R438. 41 1% 745, 50 17, 902, 09 8. 951 21, 156, 50 3, 254. 50
23),107.£9 | , %50,244.C0 | 19,136,381 T.654 18, 862, 31 —244. C0
402, 196, 58 IS8, 5. 040 7, 603, 42 =17, 744. 00
e ainl pam| imul mue

, 005, TEO. i, g, 3 ; - =52, 144,

2,015, 750. 00 44, 00 L 100. 787 | 106,157 5. 36 —-1'\, T50.00 | —122, ‘E:: %
5 045, 750. 00 5 332 744.00 | 286,994.00 | 100.515 | 106, 654 b, 759 —45,750.00 | =332, 744.00

Mr., CLARK. Mr, Speaker, I yield 2 | terse observation. President Roosevelt

minutes to the gentleman from Massa-
chusetts [Mr. McCoRMACK 1.

Mr. McCORMACK. Mr. Speaker, it
is always interesting to listen to the
gentleman from New York [Mr. Fisxl
speak. We are always bound to hear
people called a lot of new names. We
hear Secretary Morgenthau called a So-
cialist and a Communist for submitting
some proposal, and a lot of other pet
names. Whenever I hear a man call
other persons names in argument, the
thought always exists in my mind that
it is evidence of inability to make a fair
and effective argument on the merits of
the proposition. To me, name-calling is
an indication of defeatism and inability
to have an argument available to discuss
the merits of a proposition.

However, that is not my purpose in
rising here, My purpose is to make one

said at the outset of the war there would
be no blood millionaires made out of
this war. It means a lot to the fellow
in uniform, it means a lot to the fel-
low who is fighting abroad, whether or
not blood millionaires are being made
out of his sacrifices and out of this war.

~ After this war is over, brushing aside all

these high-sounding phrases that may
temporarily mislead or deceive some of
our people, after this war is over, I re-
iterate, there will be no blood million-
aires.

Mr, FISH. Mr. Speaker, will the gen-
tleman yield for a question?

Mr. McCORMACK. Yes.

Mr. FISH. I should just like to ask
my distinguished colleague if he was in
favor of limiting net salaries and in-
comes to $10,000.
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Mr. McCORMACK. Did the gentle-
man say the Secretary of the Treasury
proposed that?

Mr. FISH. That was the general pro-
posal in the bill, as anyone can see if he
studies and analyzes it.

Mr. McCORMACK. I am advised by
members of the Committee on Ways and
Means that the Secretary of the Treas-
ury never proposed it.

Mr. FISH. It is in the bill, if the gen-
tleman will study the bill.

The SPEAKER. The time of the gen-
tleman from Massachusetts has expired.

Mr. CLARK. Mr. Speaker, I yield 2
minutes to the gentleman from Cali-
fornia [Mr. VoorHis].

Mr. VOORHIS of California. Mr.
Speaker, I want the REcorp to show I am
opposed to the closed rule on this bill.
I am opposed to it for two reasons: In
the first place, I do not think it is cus-
tomary to grant a closed rule on a legis-
Jative bill—and this is not only a tax
bill; this bill contains a provision about
renegotiation of contracts which may or
may not be desirable. I have some con-
‘cern about these provisions and believe
they should at least be open to amend-
ment. The bill should, in my opinion,
have been considered under an open rule.
The second reason I have for being
against the closed rule is because I should
like to have been able to offer, and I want
the people of my district to know I would
have offered, amendments to make this
tax bill raise more revenue than it pro-
vides. I do not think there is any other
answer to inflation except a courageous
program of taxation so we could stop the
creation of new money by sale of bonds
to commercial banks. The distinguished
chairman of the committee has been
kind enough to say that he would grant
me a little time later on in the debate.
At this point I should only like to say
that it is important that the Members
on the Republican side of the aisle make
up their minds whether they were right
yesterday or whether they are right to-
day; were they right yesterday when they
told us there is an abundance of surplus
buying power in the hands of the people,
so it did not matter whether there are
means or machinery for keeping down
prices to consumers, or are they right
today when they tell us a great and ter-
rible government is, in order to try to
finance the greatest war in history,
taking more money out of the pockets
of the taxpayers than can be justified?
For my part, I will say whereas I do not
agree to a flat limitation by Executive
order of the amount of income or salary
that a person can receive, I do believe,
in all justice, that in time of war the
Congress should levy such tax rates on
income of ourselves as citizens as will be
commensurate with the needs of that
war. I do not think those rates should
ever be confiscatory, but I do believe in
the higher brackets they should be suffi-
ciently steep so that in practical effect
there will be some limit on the amount
of money a person can save or keep or
spend on himself while people are fight-
ing and dying on the battleflelds of the
world.

Mr. FISH. Iyield 1 minute to the gen-
tleman from Michigan [Mr. HOFFMAN].
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Mr. HOFFMAN. We all have the
highest respect for the gentleman from
California [Mr. VoorHis] and for his
opinions. I have had many a protest too
from folks who cdid not wish to be taxed.
I would like to write a tax bill that would
not hit anybody in my district or any of
the people who vote for me. Theater
owners are kicking about the amuse-
ment tax. The C. I, O, is kicking about
the sales tax. The people who operate
factories and businesses are all kicking
about the income tax. I would like to be
able to get up here on the floor and offer
amendments, amendments covering ev-
ery one of my constituents and exempt-
ing every last one of them from taxation
and then I would be able to write a nice
letter back home and say, “I did all I
could but that House of Representatives
would not go along with me, so you are
stuck; it is all their fault.” But a tax
bill cannot be written that way. Itis a
technical subject. This committee is a
nonpartisan committee if there ever was
such a committee in the House. They
have knowledge that we have not, or I
will say they have knowledge that I have
not; I will not say anything about any
one else. I could not write a tax bill if
I tried. In all frankness I say I do not
believe, with all due respect, that two-
thirds of the Members of the House could
write a tax bill if they had a chance. I
am willing to leave it to the committee.
Just as long as we continue to spend and
spend we must tax and tax. My remedy
would be to spend less.

Mr. FISH. I yield such.time as he may
desire to the gentleman from Minnesota
[Mr. KENUTSON].

Mr. ENUTSON. Mr. Speaker and
Members of the House, I am rather re-
luctant to take the floor again at this
time, because I shall have to do so later
on. But I want to say to the minority
Members that the mincrity of the Ways
and Means Committee were a unit in
favoring the issuance of the rule now un-
der consideration. The older Members
of the House will recall that back in 1932,
when the present majority had just se-
cured control of the House, they brought
in a tax bill, as I recall, without a rule
and by the time the House got through
with it, its authors could not recognize it.
Closed rules are necessary in the con-
sideration of tax measures on the floor,
otherwise everyone with a pet theory of
taxation would offer amendments and
perhaps have them adopted and by the
time we got through the bill would.be
neither fish nor fowl. As a general prop-
osition I am not in favor of these so-
called special or gag rules, but I realize
we must have one whenever a tax bill
is before the House. I want at this time
to express my appreciation to the mem-
bers of the Rules Committee for the very
fine and well attended hearing they gave
us one day last week. It is very encour-
aging to go before a body of industrious
and intelligent men such as make up that
committee, because we know we will
always get a fair deal. I hope we can
expedite matters now and shortly take
the rule up for passage so that those
who have plans to leave the city for over
Thanksgiving may be permitted to leave
late this afternoon, And as I said a

-
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while ago, if we do not dispose of the
bill today I am afraid we will have to
be in session tomorrow, and that would
be regrettable, Itisup tothe House as to
whether or not we will be in session to-
morrow and I ask the cooperation of
every Member of this body in expediting
the consideration and final passage of
this bill so that we may dispose of this
matter in a reasonable time this after-
noon.

Mr. FISH. Mr. Speaker, I yield my-
self 1 minute.

Mr. Speaker, the majority leader ap-
parently was a little annoyed that I
should term the original tax proposal of
Secretary Morgenthau as socialistic and
practically communistic. I am reminded
of the old Latin proverb “Magna est ver-
itas, et praevalebit”—Truth is mighty
and will prevail.

There is no question, and I propose to
prove it by asking unanimous consent to
insert in my previous remarks tables
showing that no taxpayer would have
more than $10,000 left under the original
Treasury plan. In view of what the ma-
jority leader said, I ask unanimous con-
sent to insert in my previous remarks a
table showing the effect of the proposed
Treasury tax plan on incomes of various
sizes. This table shows that under the
Treasury plan no one would have more
than $11,000 after taxes. I made a slight
error of $1,000 and I am willing to admit
that, but I want the REcorp to show that
$11,000 is the maximum that would be
left any taxpayer in the proposed Mor-
genthau-Roosevelt plan.

Mr. RANKIN. Mr. Speaker, will the
gentleman yield?

Mr., FISH. I yield to the gentleman
from Mississippi.

Mr. RANKIN. You say the Treasury
tax bill. Is that the bill we are now
considering?

Mr. FISH. Oh, no. I mean the origi-
nal Morgenthau-Roosevelt program lim-
iting salaries and incomes to $11,000,
which was the recommendation of the
Treasury Department. Nobody back
home apparently has ever heard of it.
They have heard of $25,000 salary limi-
tation, but this was an $11,000 income-
and-salary limitation and that, in my
opinion, was revolutionary and socialis-
tic and would have placed us on a par
with the communistic program.

Mr. Spealker, I ask unanimous consent
to insert these tax tables in the REcorp
at the end of my previous remarks show=-
ing that my contention is correct in spite
of the statement of the majority leader
[Mr. McCorMACK].

The SPEAKER. Without objection, it
is so ordered.

There was no objection.

Mr. CLARK. Mr. Speaker, I yield 5
minutes to the gentleman from Texas
[Myr, LanHAM].

Mr. LANHAM. Mr. Speaker, at the
very beginning of the printed report of
the Committee on Ways and Means with
reference to this tax bill, the statement
is made that in preparing this bill the
committee has given consideration to
five different factors. The fifth factor
is enumerated as the possibility for econ-
omy in governmental expenditures.

Inasmuch as governmental revenue
and governmental economy are properly
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closely allied subjects, I think it very
pertinent to call attention again to the
fact that on February 24, 1942, in the
Seventy-seventh Congress, I introduced
a bill, H. R. 6667, to establish an office
of fiscal investigation, as an agency of
the House of Representatives, to follow
up appropriations that we make and to
see how the money is expended and be
able to give us the necessary information
to eliminate waste and duplication and
extravagance. 1 reintroduced that
measure in this Congress as H. R. 83, on
January 6, 1943. In order that the mat-
ter might be considered by the House
alone, in view of the fact that it pertains
to a proposed agency of the House of
Representatives, I have recently intro-
duced it as House Resolution 358.

I believe that the adoption of the
poliey suggested in this measure will save
the taxpayers of this country untold mil-
lions of dollars. Through the courtesy
of the Chairman of the Committee on
Accounts, our beloved colleague the
gentleman frem Missouri [Mr. CocHRAN],
hearings were held a week ago today on
this measure before the Committee on
Accounts. I trust that committee will
soon report this measure to the House for
consideration.

It would place at the disposal of the
standing committees of this House an
agency akin in its particular line of work
to that of our office of Legislative Coun-
sel, and such an agency would be able to
get accurate and definite information
for each committee with reference to
authorizations of appropriations that
might be requested of that committee,
and then, in conjunction with the spe-
cial agency which heretofore has been
approved for the Appropriations Com-
mittee, and concerning which the gen-
tleman from Iowa [Mr. JENSEN] has a
pertinent bill pending before the same
Committee on Accounts, we would be
able to know the amount of the authori-
zations we should make, and then we
would be able to follow up the appro-
priations and know how the money was
spent. I think also if there are Federal
egencies which are performing State
rather than Federal functions, we will be
able to eliminate them through the in-
formation we can get.

In the interest of economy, which is
recited as one of the considerations of
the Committee on Ways and Means in
the preparation of this measure, I want
to urge very early consideration of this
House Resolution 358. The responses I
have had with reference to it from vari-
ous parts of the country confirm my be-
lief that its adoption will result in gov-
ernmental economy that will save the
people of this country great sums of
money, and will save us the embarrass-
ment of being accused of responsibility
for the acts of bureaucratic agents
which, if we ever authorized them, were
authorized in ignorance of the amounts
of money that were necessary to be ex-
pended and of how those amounts were
expended after they were appropriated.

The SPEAKER. The time of the
gentleman from Texas [Mr. Lanaam] has
expired.

Mr. DOUGHTON. Mr. Speaker, I
¥yield 1 minute to the gentleman from
Massachusetis [Mr. Girrorpl.
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Mr. GIFFORD. Mr. Speaker, this 1
minute is all I-care to take on the tax
bill today.

On page 3 of the report I received en-
lightenment. I could not understand
why & man receiving a little more than
$#300,000 a year salary should want the
job of a Congressman. Lock up that
table and you will find that what he will
retain after he pays taxes will be less
than $8,000 next year, That seems to be
the answer.

EXTENSION OF REMARKS

Mr. DOUGHTON. Mr. Speaker, I
yield to the gentleman from Montana for
a unanimous-consent request.

Mr. O'CONNOR. Mr, Speaker, I ask
unanimous consent to extend my own
remarks in the Recorp with reference to
the price of oil in Montana,

The SPEAKER., Without cbjection, it
is so ordered.

There was no objection.

Mr, RANKIN. Mr. Speaker, I ask
unanimous consent to extend my re-
marks in the Recorp and include therein
the bill (S. 1285) on absentee ballots for
our men in the armed forces.

The SPEAKER. Is there objection?

There was no objection.

CALL OF THE HOUSE

Mr., RIVERS. Mr. Speaker, I make
the point of order that a quorum is not
present.

Mr. McCORMACK. Mr, Speaker, I
move a call of the House,

A call of the House was ordered.

The Clerk called the roll, and the fol-
lowing Members failed to answer to their
names:

[Roll No. 164]
Allen, La. Goodwin O'Brien, Mich.
Auchincloss Graham O'Leary
Baldwin, Md. Grant, Ala. Fhilbin
Bland Green Plumley
Boykin Hale Powers
Bradley, Mich. Halleck Pracht
Bradley, Pa. Harness, Ind, Ramspeck
Buckley Harris, Va. Robslon, Ky.
Byrne Hart Rodgers, Pa.
Canfield Hendricks Rogers, Calif.
Cannon, Mo, Herter Scott
Celler Hobbs Sheridan
Chenoweth Holmes, Wash. Short
Coffee Jackson Slmpson, Pa.
Compton Jarman Smith, Ohlo
Cravens Johnson, Ind. Snyder
Crawford Jones Sparkman
Cullen Eee Starnes, Ala.
Dawson Keefe Sumner, 111,
Dewey Kennedy Sundstrom
Dickstein Kinger Taber
Dies EKleberg Taylor
Dirksen Lambertson Thomas, N. J.
Douglas Lewis, Colo. Thomas, Tex.
Eaton Martin, Mass. Tibbott 1
Elmer Mason Troutman
Fay Merritt ‘Walter
Fisher Miller, Pa. ‘Wene
Fogarty Monroney ‘Whelchel, Ga,
Ford = Morrison, La. Whitten
Fulmer Mott Wigglesworth
Gale Murphy Wolfenden, Pa,
Gallagher Mpyers Wolverton, N. J,
Gavagan Newsome Woodrum, Va.
Gillette Norton

The SPEAKER. Three hundred and
twenty-six Members have answered, a
quorum,

Mr. McCORMACK. Mr. Speaker, I
move to dispense with further proceed-
ings under the call.

The motion was agreed to.

THE REVENUE ACT OF 1943

Mr. CLARK. Mr, Speaker, before so
many Members were on the floor I stated
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that this rule was reported by the Com-
mittee cn Rules upon the unanimous re-
quest of the Ways and Means Committee.
It is the rule customarily used in the
consideration of a tax bill. I hope it will
be adopted.

Mr, Speaker, I move the previous ques-
tion on the resolution.

The SPEAKER. The question is on
the resolution.

The question was taken; and on a
division (demanded by Mr. Voorsis of
California) there were—ayes 208, noes 7.

So the resolution was agreed to.

The SPEAKER. The Chair recognizes
the gentleman from North Carolina [Mr.
DovucaToN].

Mr. DOUGHTON. DMr. Speaker, I
move that the House resolve itself into
the Committee of the Whole House on
the state of the Union for the considera-
tion of the bill (H. R. 3687) to provide
revenue, and for other purposes.

The motion was agreed to.

Accordingly the House resolved itself
into the Committee of the Whole House
on the state of the Union for the consid-
eration of the bill H. R. 3687, the Reve~-
nue Act of 1943, with Mr. Gore in the
chair,

The Clerk read the title of the bill.

The first reading of the bill was dis-
pensed with,

Mr. KNUTSON. Mr. Chairman, may
we have some understanding in regard
to time?

The CHAIRMAN, The Chair may say
that, under the rule, the time is equally
divided.

Mr. DOUGHTON, Mr. Chairman, it
is understood that the time will be equal-
ly divided between the gentleman from
Minnesota [Mr. KNuTsoN] and myself.

The CHAIRMAN. The gentleman
from North Carolina is recognized.

Mr. DOUGHTON. Mr. Chairman, the
bill under consideration represents an-
other effort on the part of the Committee
on Ways and Means to raise additional
revenue to help meet the encrmous ex-
penditures made necessary by the war,
and also along with other tax bills of re-
cent years to make a substantial con-
tribution toward controlling inflation.

While considering this legislation and
before preparing the bill, our committee
heard witnesses representative of almost
every segment of our economic life. For
26 days, beginning with the Secretary
of the Treasury, Hon. Henry Morgen-
thau, Jr., we also heard the views of the
public, of governmental departments,
our joint staff, the Treasury staff, and of
labor and industry. These hearings cov-
ered about 2,800 pages of printed testi-
mony. No two of those appearing before
us seemed to agree as to the amount of
revenue we should raise or the best
means of providing it, nor as to the prob-
lem of inflation or the best method of
dealing with it. Neither did they agree
on how any of the other difficult prob-
lems confronting us should be solved,
Almost all the witnesses said they real-
ized the difficulty of cur task, the neces-
sity for additional revenue, and pro-
claimed their willingness to dc their full
part, at the same time saying that they
could not reasonably carry any addi-
tional burdens, but any additional or in-
creased taxes should be placed upecn the
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shoulders of other taxpayers. For more
than 2% months, in public hearings and
in executive session, sometimes working
at night, our committee engaged in an
earnest effort to prepare the best tax
bill possible. We endeavored to be guid-
ed by factual conditions rather than by
theoretical opinions or philosophies.
While we listened to the various wit-
nesses appearing before our committee
and heard the comments of all elements
and factions, receiving many helpful
suggestions, in the final analysis the bill
is the result of the thought and arduous
labors of our committee. It is not a
Treasury bill, a joint staff bill, a C. L. O.
bill, a chamber of commerce hill, or a
National Association of Manufacturers’
bill. It is a Ways and Means Committee
bill, and for it we assume full and sole
responsibility,

I am happy to say that during the en-
tire proceedings and consideration of
this legislation there was not the slight-
est evidence of partisanship in our com-~
mittee. The minority members cooper-
ated wholeheartedly in the preparation
and formulation of the bill and worked
as faithfully, as earnestly, as conscien-
tiously, and as helpfully as the majority
members. The minority, therefore, has
equal responsibility and is entitled to
equal commendation for this legisiation.

We were thoroughly cognizant of the
enormous deficits which cur war ex-
penditures are creating in our govern-
mental finances. We were also fully
aware of the niargin between the avail-
able supply of consumer goods and the
present rurchasing power of our people
under increased wartime income. We
were fully aware also of the great need
of additional revenue to meet as far as
possible the necessary heavy expendi-
tures of our Government. There has
been no inclination to avoid any of the
facts and factors that were to be con-
sidered, but, on the contrary, we endeav-
ored to meet them squarely and realis-
tically.

The primary purpose in any tax legis-
lation is and always should be to procure,
as far as reasonable, revente necessary
to meet the financial obligations of the
Government, and also to see that the tax
burden is spread as fairly and equitably
as is consistently possible.

That revenue measures have sec-
ondary and incidental aspects cannot be
doubted, as we are all conscious of the
economic and social implications of
every tax bill, and these considerations
were given full attention by our com-
mittee. However, such considerations
should not overshadow the revenue
aspecy of a tax bill.

If our purpose is to meet the financial
needs of our Government, let us impose
taxes and increase taxes for this pur-
pose. Of course, this policy necessarily
helps control inflation. The place to at-
tack inflation effectively, however, in my
opinion, is to courageously attack it di-
rectly and at its source—attack the
cause—prices, wages, and retrenchment
in governmental expenditures.

In testing to see whether our bill is
adequate as a revenue-raising measure,
we cannot conflne ourselves to this bill
alone but must examine also the entire
tax structure and burden as amended by
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this bill. In 1939 our tctal Federal re-
ceipts amounted to approximately $5,-
700,000,000, Since that time we have
enacted the First and Second Revenue
Acts of 1940, the Revenue Act of 1941 and
the Revenue Act of 1942.

Under the pay-as-you-go legislation
which was passed the first part of this
year, the revenues were also increased
for the fiscal year 1944 by advancing
the date of payment of individual in-
come tax on rising incomes and requir-
ing partial payment of the uncanceled
rortion of the 1942 tax in 1544 and 1945.
These acts for a full year of operation
will produce approximately $41,340,000,-
000. With the $2,140,000,000, this bill
will produce total revenues for a full year
of approximately $43,000,00,000. Thus,
in 4 years it is estimated that the
Federal tax burden cof the American
pecple will have been raised by about 700
percent, while the national income pay-
ments have increased from about $71,-
000,000.000 in 1939 to about $143,000,000,-
000 in 1943, or approximately 100 per-
cent. The revenue collected by our Gov-
ernment since July 1 of this year—that
is, for little over one-third of the current
fiscal year—exceeds that of the entire
year of highest receipts during the period
of World War No. 1 by $9,000,000,000.

Mr. ENUTSON. Mr., Chairman, will
the gentleman yield?

Mr, DOUGHTOCN. I yield to my dis-
tinguished colleague from Minnesota,
IIe is a very able member of our com-
mittee,

Mr. ENUTSON. I extend my con-
gratulations to the residents of MNorth
Carolina.

At this point it might be pertinent to
call to the attention of the House that
the per capita taxes in the United States
now exceed those levied in any other
country.

Mr. DOUGHTON. I am just coming
to that point, if the gentleman will par-
don me.

As our revenue needs have increased,
we have increased our tax burden ac-
cordingly. We certainly have not lagged
behind other nations in this respect. On
the contrary, our per capita tax burden
now exceeds that of other countries as is
shown by the following figures prepared
by the Treasury Department:

1943-44
(Total includes State and local taxes)

United States.. . oo~ $357
United Kingdom e DR
Canada.. oo - -- 261

QOur expenditures are also greatly in
excess of those of cther nations, not only
in total amounts but also per capita.
The estimate of British expenditures for
the present year totals about $23,000,-
000,000, whereas our year’s expenditures
are expected to reach ninety to ninety-
five billion dollars. A comparison of
American and British expenditures up to
the end of the current financial year in-
dicates that we will have spent $200,000,-
000,000 for war purposes as against Brit-
ain’s $69,000,000,000.

The American people bear the heaviest
tax load of any country in the world. It
is more than 3 times the tax bill of
Great Britain, which is around $11,000,-

000,000 and 14 times the tax bill of Can-
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ada. In spite of this enormous burden
under which ocur people are already
groaning, the Treasury in its appear-
ances before our committee requested
additional revenue of $11,500,000,000,
principally upcen the assumption that
such a drain on the pockethooks of the
American people would control inflation.
In my opinion, the dire effects of such
an additional tax load would more than
offset any good which could be accom-
plished toward stopping inflation. If
such a program were put into effecet, it
would immediately create demanrds for
higher wages and greater profits to pay
the tax hill, the natural consequences of
which would be to stimulate rather than
to retard inflation. It would also lay a
crushing, and I believe unbearable, bur-
den on the fizxed income or white-collar
group whese incomes not only have not
been increased, but have actually been
reduced by the rise in the cost of living.
In my opinion, such a crushing burden
of taxation would be far worse than any
real or fancied danger of inflation now
facing our country.

Mr. ENUTSON. In connection with
what the able chairman of the commit-
tee has stated, it may be well at this point
to call attention to the fact that at the
beginning of the next fiscal year, at the
rate we are now spending, the national
debt of the American people will be sev-
eral times the total debt of all the other
countries in the world.

Mr. GILCHRIST. Mr. Chairman, will
the gentleman yield?

Mr. DOUGHTON. I yield to the gen-
tleman from Iowa.

Mr. GILCHRIST. May I ask the gen-
tleman if the figures he gave includes
State and municipal taxation.

Mr. DOUGHTON. Yes; they are in-
cluded in the $357 per capita tax burden,
but in addition to the $43 500,000,000
Federal tax we have State and local taxes
of $10,000,000,000. It makes a total tax
load to the American pzople, a load they
are carrying today, of more than $53,-
000,000,000 per annum.

Mr., CARTER. Will the gentleman
yield?
Mr. DOUGHTON. I yield to the

gentleman from California.

Mr. CARTER. The figures the gentle-
man is giving are very interesting and
instructive and I am sure the members
of the committee are very glad to receive
them. I was wondering whether the
gentleman has among the figures the per
capita national bonded indebtedness as
compared with Great Britain?

Mr. DOUGHTON. I am sorry, I can-
not give the gentleman that figure, but
I will include it in my remarks and insert
it in the RECORD.

Mr. CARTER. I will be very happy
to receive it.

Mr. DOUGHTON. The information
requested is as follows:

Per capita gross debit of central governments,
Mar, 31, 1643

United States

CGreat ‘Britatn aoi Sosit— T oiaies 1,411

1By Sept. 30, 1943, this figure had risen to

nearly $1,200; more recent figures for Great
Britain are not available.

By now it should be abundantly clear
to everyone that taxation alone is not
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adequate to control inflation. The place
where inflation can be most effectively
dealt with is at the source where it arises.
Dip as you may into the flowing stream
through taxation, you cannot overcome
the flood caused by eXxcessive income
flowing into the stream. Taxation can
and must perform its portion of the anti-
inflation program, but once the money
has been paid out in excessive wages or
excessive prices, or both, taxation simply
cannot completely rectify the damage.

While the Treasury attempted to
Justify its program as a check on infla-
tion, the program itself was patently in-
effectual in this respect. In the record
of the hearings, on page 21, you will find
a table prepared by the Treasury- De-
partment which indicates that of the
$157,000,000,000 of income payments es-
timated for the calendar year of 1944,
individuals baving net incomes of undér
$3,000 annually will receive $96,000,000,-
000, or 61 petrcent of the total. Yet of
the $6,600,000,000 additional revenue to
be derived from the individual income
tax under the Treasury’s plan, only $1,-
700,000,000, or one-quarter of the total,
would come from these individuals with
incomes of less than $3,000 annually. If
the primary purpose of this revenue leg-
islation had been to combat inflation, it
would have been nécessary to levy heavy
additional income taxes on those persons
having incomes of 3,000 per year or less,
because it is in this group that 61 per-
cent of the increased national income
lies. But that was not our primary pur-
pose. The Treasury program would
have eliminated 9,000,000 income tax-
payers and would have secured a very
small part of the proposed increased rev-
enue from those who have by far the
greater part of the increased income.
Thus it seems perfectly clear that the
Treasury program would not have
curbed inflation to any substantial de-
gree, but' on the contrary would have
increased very substantially the infla-
tionary dangers insofar as they relate to
persons in the lower income tax brackets.

There has been much discussion of
the so-called inflationary gap, which is
generally defined to mean the difference
between the sums of money available for
expenditure for consumer goods and the
amounts of consumer goods available to
supply the demand. I wish to comment
briefly on this inflationary gap. No two
experts seem to agree either on the
amount of this gap or the best way to
close it. The Treasury has estimated
the excess purchasing power to be $25,-
000,000,000 after taking into account
$21,000,000,000 in individual taxes and
$17,000,000,000 used to purchased War
bonds. Others clalm it is still greater,
and there are still others who contend
that there is no substantial gap at all.
As I said beifore, our considerations of
this bill were in the light of factual and
practical conditions confronting us and
not controlled by theories or abstrac-
tions. We tried to be realistic rather
than theoretical.

This inflationary gap seems to me to
be a statistical abstraction and not ca-
pable of any reasonable ascertainment.
In any case, we have through taxation
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gone as far as I believe feasible in the
light of all of the circumstances. Cer-
tainly, the tax portion of the anti-infla-
tion program is far ahead of the wage
and price portion of this program.
Moreover, those who express the greatest
alarm at the inflation bugaboo or danger
do not, in my opinion, fully take into
account the public psychology. While
there are undoubtedly many cases of
reckless spending by persons with sub-
stantially increased incomes, on the
whole our people are putting a very sub-
stantial portion of their earnings into
War bonds and savings stamps, into the
payment of debts, the retirement of
mortgages and the making of install-
ment payments on the purchase of
homes, insurance, and other savings or
purchase programs, The great mass of
our people remember all too vividly the
lean years following the collapse in 1929
and the privation they were forced to
endure during the depression years.
These recollections, at least up to the
present time, have brought about a con-
siderable degree of caution with respect
to reckless spendings.

Certainly, it must be recognized that
we cannot absorb all of these “dangerous
dollars” by taxation, especially under a
program such as that proposed which
either exempted completely or dras-
tically reduced the existing taxes upon
millions of our citizens having substan-
tially increased amounts of such “dan-
gerous dollars.”

In an effort to produce every dollar of
revenue which our economy can bear
and to avoid passing on to future tax-
payers, many of whom will be our return-
ing soldiers, our committee in the last
4 years has raised taxes to an unprece-
dented height. In this connection, we
have been fully conscious of our obliga-
tion to help combat inflation and have
done so through taxation to the top limit
we now deem advisable,

The more important and direct checks
in dealing with inflation, however, prices
and wages, have not been correspond-
ingly held in line. Until greater effort
to remedy this situation is made, the
only effect of levying additional taxes
will be to place further hardships and
unbearable burdens upon the fixed in-
come group, the so-called white-collar
group and others who not only have not
received increased income out of the war
but who have actually had their income
reduced and their expenditures in-
creased. Confronted with this very real
and practical situation, our committee
did not deem it wise or safe to make any
considerable inecreases in individual in-
come taxes.

Mr. ENUTSON. Will the gentleman
yield?

Mr. DOUGHTON. I vield.

Mr. ENUTSON. At this point I think
it is fair to point out we are rapidly ap-
proacliing the point of diminishing re-
turns on the number of tax sources,

Mr. DOUGHTON. That is the judg-
ment of a great many people and a great
many economists, You cannot impose
too heavy a tax burden. When you de-
stroy the initiative and break the morale
of the taxpayers it is like overloading a
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good team and, being a fa'mer, I have
seen many good teams ruined by being
overloaded. You can place an unreas-
onable tax burden on the American peo-
ple which would have the same effect so
far as the morale of the American people
is concerned, as overloading a good team.,
You discourage them. How? You re-
move initiative and break their morale.
Nothing could be wonrse, especially in
time of war than b®eaking their morale,
because the American people are willing,
they are patriotic, and they are anxious
to pay now, rather than pass on to future
generations and future taxpayers, every
dollar they can reasonably pay on an
economically sound basis. ;

Mr. O'CONNOR. Will the gentleman
yield?

Mr. DOUGHTON. I yield to the gen-
tleman.

Mr. O'CONNOR. I just want to make
this observation in support of what the
gentleinan has said, whom I wish to com-
pliment for his splendid statement. In
my country people are getting very much
discouraged over the high levies on in-
comes and we are approaching the time
now when we had better be pretty care-
ful or we will be destroying business and
the incentive to produce an income. We
should get taxes for a basis of ability to
pay and encourage the people who will
pay these taxes, as far as we can. We
should proceed pretty cautiously, as we
are in a precarious position.

Mr. DOUGHTON. The slight in-
creases which have been made are a re-
sult of the effort to integrate the Victory
tax with the individual income tax,
There has been much just complaint
about the complications of our income-
tax laws, particularly the individual in-
come tax. Under the existing law, a
taxpayer is required to compute his tax
on three different bases, namely, the
normal tax base, the surtax base, and the
Victory tax base. A different set of
exemptions is required in the case of the
Victory tax from that required in the
case of the normal and surtax. The
earned-income credit further compli-
cated our tax law by requiring a different
base for normal tax than for suriax.
Since prior laws have extended our in-
dividual tax to a great many more tax-
payers, it is very important that every
effort be made to make the tax simple
and easy for the taxpayer to understand
and be able to prepare his return. We
have made every effort to simplify the
computation of the individual income
tax. In a bill, which recently passed the
House, we simplified the return forms for
1943, and by requiring the Victory tax
credits to be taken currently, we suc-
ceeded in eliminating several items from
the return form. In this bill we have
further simplified the return through the
elimination of the Victory tax and the re-
peal of the earned income credit, We
hope to accomplish still further simpli-
flcation in the administrative and loop-
hole bill of next year.

In the interest of simplification, the
committee adopted the following plan
{or the purposes of the individual income
ax

First. The Victory tax was repealed.
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Second. The normal tax was increased
from 6 to 10 percent to replace the Vic-
tory tax. -

Third. The present personal exemp-
tions and credit for dependents were re-
tained.

Fourth. The surtax schedule of exist-
ing law was adopted with certain adjust-
ments to bring the surtax in line with the
elimination of the Victory taxz.

Fifth. The earned income credit was
repealed.

Sixth. Married persons filing separate
returns are each required to take a
single person’s exemption.

Seventh. A minimum tax of 3 percent
of the net income in excess of a special
personal exempfion of $500 for a single
person, $700 for married persons, and
$100 as a credit for each dependent is
provided.

The effect of the above changes will
be to permit the average taXpayer to
compute his tax both for normal and
surtax purposes on one net income base
and pay that tax to the Government.
The troublesome base of the Victory tax
and the complications resulting from the
earned income credit are eliminated.

Taxpayers whose income tax is less
than the minimum tax will be required
to pay the minimum tax. The minimum
tax was necessary to continue in the tax-
paying class approximately 11,000,000
taxpayers who are now subject to the
Victory tax but not to the regular income
tax. The present 20 percent withhold-
ing rate is retained.

The bill also made two other changes
in.the income-tax law. First, it denied
the taxpayer deductions for Federal ex-
cise taxes paid in computing net income.
In general, this will apply to the admis-
sipns tax, the transportation tax, and
the telephone tax. Most individual tax-
payers do not keep records of these taxes
and our committee was of the opinion
that the advantage of making adminis-
tration much easier and of securing ad-
ditional revenue from this source would
more than offset any increased burden
on the taxpayers.

A special deduction of $500 was al-
lowed in computing the gross income of
a blind person. It was pointed out that
blind persons have additional expenses
that are not incurred by ordinary per-
sons, such as for the employment of at-
tendants, and that some relief should
be granted in the form of an additional
exemption to take care of this added
burden.

With respect to the corporate taxes,
the bill makes several important changes.
The bill does not contain any increase
in the corporate normal and surtax rate.
It was thought that an excessively high
tax on the normal earnings of corpora-
tions would have a serious effect in re-
tarding normal dividends and seri-
ously endanger many corporations faced
with declining incomes caused by the
war. Over 30 percent of the dividends
of corporations are received by individ-
uals with incomes of less than $5,000 and,
in many cases, these dividends represent
the sole income upon which the indi-

®idual supports himself and his family.
In addition, many of our religious, char-
itable, or educational institutions would
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not be able to survive if their dividend
income were greatly reduced through an
increased corporate income tax. There-
fore, the bill provides that the excess
profits tax be increased and not the nor-
mal and surtax. The excess profits tax
rate was increased from 90 to 95 per-
cent. Information was developed before
our committee that many corporations
using the invested capital credit were
not paying excess profits taxes. This is
due to the high return on their invested
capital which the present law allows and
to the rather liberal carry-over and
carry-back provisions of existing law.

One of the main difficuities of the ex-
cess profits tax has been its burden on
small companies. In order to remedy
this situation, the bill provides that the
specific exemption of $5,000 now allowed
for excess profits tax purposes be in-
creased to $10,000.

There was an obvious loophole called
to the attention of the committee which
we felt should not wait until the next
revenue bill for action. That is, the
avoidance of income and excess profits
tax through the purchase of defunct
corporations. The committee believed
that this loophole should be plugged im-
mediately and that the provisions plug-
ging such loophole should be made
retroactive to all taxable years begin-
ning after December 31, 1939.

Our committee also received consider-
able complaint about many organiza-
tions which are now exempt from income
taxes. If is very difiicult to secure in-
formation as to these exempt organiza-
tions. The bill provides that exempt
organizations must file annual returns
of income unless they are religious
corporations or certain types of educa-
tional or charitable corporations. It is
believed by this means we will be able to
secure information to determine whether
or not such organizations are escaping
their fair share of the tax burden.

With respect to excises, the revenue
was increased by $1,202,000,000. The
rate on distilled spirits was increased
from $6 a gallon to $9 a gallon; on beer,
from $7 to $8 a barrel; and there were
also slight increases in the wine tax,
Other articles subject to increased taxes
were electric light bulbs, jewelry, furs,
luggage, toilet preparations, telephones,
transportation taxes, admission taxes,
cabarets, club dues, bowling alleys, and
billiard and pool tables.

A tax on pari-mutuel betting at the
rate of 5 percent was also adopted by
your committee and the 3-percent tax on
the transportation of property was re-
tained and extended to parcel post. The
increases on present excises, and the new
taxes, are temporary and will expire
after the war.

Mr. REED of New York. Mr. Chair-
man, will the gentleman yield?

Mr. DOUGHTON. I yield to the gen-
tleman from New York.

Mr. REED of New York. Mr. Chair-
man, I am sorry to interrupt the gentle-
man because he is making an excellent
presentation, and I congratulate him
upon it, but this question has been asked
by a number of Members and 1 assume
it is of some importance to know the
answer in replying to the letters of in-
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quiry, The question has been asked as
to when the provisions of the tax bill will
take effect. The gentleman will note
that the different provisions take effect
at different times. I have here a little
memorandum which shows the effective
date of each provision.

Mr. DOUGHTON. In genera., this
bill, if enacted into law, will become ef-
fective December 31, 1943.

Mr. REED of New York. But the dif-
ferent provisions in the bill become ef-
fective on different dates. I have the
dates here if the gentleman cares to in-
sert them in his remarks,

Mr. DOUGHTON. If there is any
question about it I will insert that at this
point in the REcorb.

Mr. Chairman, the question has been
asked as to when the provisions of the
tax bill will take effect.

In general, the provisions relating to
the individual income tax and to cor-
poration taxes become effective January
1, 1944, In other words, they are not to
be retroactive.

The excise tax increases will become
effective on the first day of -the first
month which begins more than 10 days
after the date of enactment of the bill,
Thus, if the bill becomes law by Decem-
ber 15, the excise taxes would be effective
January 1. If, however, the bill is not
signed until December 26, the excises
would not become effective until Feb-
ruary 1.

The postal increases will take effect
on the 30th day after the date ol enact-
ment,

The changes in the renegotiation law
will be effective in the main as to fiscal
years ending after June 30, 1943, ex-
cept that the court-review provisions are
made retroactive to cover all past re-
negotiations,

One of the most troublesome features
with which our committee had to deal
was that relating to renegotiation of con-
tracts. A subcommittee was appointed
to prepare a report on this matter and I
may say that they performed an excel-
lent job, working with tireless energy.

It was disclosed in our hearings that
many contractors had just grounds for
complaining about the way in which the
present renegotiation law is adminis-
tered. We have gone a long way in this
bill toward removing many of the
grounds for the complaints which were
directed against the present procedure,
by placing the Government and the war
contractor upon a more nearly equal
footing. The chairman of the subcom-
mittee, the gentleman from Oklahoma
[Mr. DisNEY] will discuss in detail the
renegotiation provisions of the bill,

Mr. McCORMACEK. Mr. Chairman,
will the gentleman yield?

Mr. DOUGHTON. I yield to my dis-
tinguished friend from Massachusetts.

Mr. McCORMACEK. Due to the fact
that my distinguished friend the chair-
man of the committee has yielded now, I
may say that I talked with the gentle-
man & few days ago about a committee
amendment. Irealized the situation and
difficulty of considering too many com-
mittee amendments, so I agreed not to
have the matter pressed at this time but
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I should like to get my friend’s reaction
to it.

Under the present law members of the
armed forces are allowed a special de-
duction from gross income of so much
of their compensation for active service
in the present war as does not exceed
$1,500 in any year. My suggestion is—
and I hope that the Senate puts it in the
bill and that the House confereces will
accept it—that similar relief be granted
with respect to so much of the earned
income received bx them during the
period of 1 year after their discharge
froni the service as does not exceed $1,-
500. Such an amendment would afford
substantial relief to the servicemen and
I understand there would ke no immedi-
ate loss of revenue for any loss would be
offset by the economic advantages re-
sulting from such a policy of post-war
rehsbilitation. I wonder if my distin-
guished friend would care to make an
observation at this time on such an
amendment if it is adopted by the Sen-
ate?

Mr. DOUGHTON. In response to the
statement of the distinguished majority
leader I may say that on the face of the
proposition and what study I have had
time to give it, it is my judgment that it
would be a very worthy change to make
in our present law. I would, of course,
want to take the matter to our commit-
tee for its consideration. I will say to
the distinguished majority leader that
while the bill is in the Senate and before
it goes to conference I will attempt to
call the committee together and take up
this amendment and if it is favorably
considered by the committee we will ask
the Finance Committee of the Senate to
incorporate it as an amendment to our
hill.

Mr. McCORMACK. Mr. Chairman, I
thank the gentleman.

Mr. WHITE. Will the
yield?

Mr. DOUGHTON. I yield to the gen-
tleman from Idaho.

Mr. WHITE. I want to refer to title

IV, the postal rates.

Mr. DOUGHTON. I will come to that
a little later.

Mr. WHITE. I am waiting patiently
for that.

Mr. DOUGHTON. I am going to take
that up later.

Mr. WHITE. Before the gentleman
concludes, I want to ask a question for
information.

Mr. DOUGHTON. All right.

Mr. WHITE., My question goes to the
exemptions on the increase in postage
on religious publications, I note that
vou have made an increase, doubled the
third-class rate, but you have not
touched the second-class rate. I am
wondering if it would not be good policy
to exempt religious publications under
the third-class rate from the increase.
There is no provision in the law now
covering that.

Mr. DOUGHTON. If they are not so
exempted, I see no reason why the third-
class increase should apply to religious
publications.

Mr, WHITE. We cannot amend this
bill, but the provisions of the bill we are
now considering will double the postage
rate on religious publications,

gentleman
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Mr. DOUGHTON. It is too late to
think about that now. We cannot now
consider it thoroughly enough to offer
it as a committee amendment, but such
an amendment may be offered in the
Senate and if it appeals to our conferees
we can adopt it then.

Mr. WHITE. The distinguished chair-
man of the Ways and Means Committee
would be in favor of exempting religious
publications?

Mr. DOUGHTON. As far as I under-
stand it now, yes. Of course, there may
be technical reasons why such an exemp-.
tion is not feasible.

Mr, WHITE. This is just a matter of
postal rates. You have extended it to
second-class rates and I cannot see any
reason for not extending it to third-class
rates. *

Mr., DOUGHTON. Perhaps the gen-
tleman is correct.

Mr, WHITE. The gentleman did not
go into the stamp tax at all, the putting
of a tax on money orders for instance?

Mr, DOUGHTON. We talked about
everything.

Mr. WHITE. That was done in the
last war when we had much less expendi-
ture than we have now.

Mr. DOUGHTON. "Almost everything
in the tax hill that could be considered—
that had any relation or bearing on tax
matters—was considered and discussed
in our committee, Of course, this bill
is not a bill that any one person would
have written. It is not like the gentle-
man from Tennessee [Mr. CoOPER]
would have written it, or my distin-
guished friend the gentleman from
Arkansas [Mr, Mirrs], or the gantleman
from Virginia [Mr. RoBerTsoN], or the
distinguished gentlemen from Minne-
sota and New York [Mr. KnuTsonN and
Mr, ReEep]. Ifis not exactly like any of us
would have written it, but it is a bill we
can go along with, it is the only bill that
could command the majority of the votes
of the committee and it takes a majority
of the committee to report any bill., If
I were writing the bill, perhaps I would
have written it a little differently, but
there is nothing in this bill that I cannot
consistently and willingly support.

We come now to the postage rates.
Of course, we did not have time to study
the entire postal schedule and we would
not have changed any rates in the postal
schedule had it not been for the need for
additional revenue. Everybody knows
that the rates on postage—first-, second-,
and third-class mail matter, and all
classes of mail matter—have been out of
adjustment for a long time. Back in
1917, my distinguished predecessor, Hon.
Claude Kitchin—no abler or greater man
ever served in this body or ever stood in
the well of this House—had something to
say on this matter. I have also heard.
the Honorable Joe Cannon, who was a
great debater also. On one occasion he
said as far as he knew Claude Kitchin
had no equal as a debater. He called the

. attention of the country to the fact at

that time, over 20 years ago, these postal
rates ought to be adjusted. How much
was it he said we were losing at that
time?

Mr., COOPER. It was 26 years ago.
That was in 1917,
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Mr. DOUGHTON. Yes; 26 years ago.

Mr. CCOFER. His speech gave com-
prehensiwe statements as to the amount
that was lost. It showed that some of
the large magazines and periodicals of
the country were receiving subsidies
ranging from a quarter of a million to
a half-million dollars, some of them up

- as high as four or five million dollars a

year.

Mr. DOUGHTON. Now about this
third-class mail matter, there seems to
be some disturbance about that. The
third-class mail matter has not paid its
way, neither has the second-class, for
years, but there is a difference between
second- and third-class mail matter.
The second-class mail matter is mostly
all news and material of educational
value, while the third-class matter is
more of an advertising nature, books and
catalogs. In the last 15 years third-
class mail matter has enjoyed a subsidy
at the expense of the taxpayers of the
United States of at least $250,000,000.
For 1942 it was about $24,000,000.

We have increased the taxes on trans-
portation of persons, on telephones and
telegraph messages, on freight shipments
of food and farm materials, and of the
necessities of life, and why should not
those enjoying the third-clas: mailing
privilege be called on to pay a little ad-
ditional for revenue purposes? They
should not complain during this war
emergency.

Mr. WHITE. Mr, Chairman, will the
gentleman yield?

Mr, DOUGHTON.
tleman from Idaho.

Mr. WHITE. I approve the raising of
the third-class mail rate, but the only
thing 1 want exempted is religious pub-
lications. I approve of what the com-
mittee has done.

Mr. DOUGHTON. That matter will
undoubtedly be given consideration be-
fore the bill becomes law.

Mr. WHITE. If they have an ex-
emption under second-class it is fair that
they should have an exemption under
third-class.

Mr, DOUGHTON. Taxes are not very
popular and we always get into trouble
whenever we increase a tax or impose a
new tax. There is always somebody
saying they cannot stand an increase or
cannot pay the additional tax. You
cannot win a war, you cannot finance
the Government, you cannot carry on
the economy of the country and let ev-
ery taxpayer write his own tax bill.
That cannot be done. But we do give
as careful consideration as we can to all
the witnesses that come before us with
respect to inereased-or new taxes,

Mr. HARTLEY. Mr. Chairman, will
the gentleman yield?

Mr, DOUGHTON. I yield to the gen-
tleman from New Jersey.

Mr. HARTLEY. In view of the fact
that the gentleman’s committee has tak-
en over the writing of postal rates——

Mr. DOUGHTON. We have not done
that; I beg the gentleman’s pardon.

Mr. HARTLEY., In view of the fact
that you have gone into third-class rates,
which pay 75 percent «of their freight,
why did you not go into the question of
revising the second-class rates, which
pay only 25 percent?

I yield to the gen-
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Mr. DOUGHTON. The committee did
not consider that third-class mail matter
was of equal importance, of equal value
tc the American people, and of equal dig-
nity with second-class mail matter. It
is mostly advertisements. You get a
publication that pays third-class postage
and nine-tenths of it is pure advertising.
I think that class of mail matter can at
this time pay something.

Mr, COOPER. Mr. Chairman, will the
gentleman yield?

Mr. DOUGHTON. I yield to the gen-
tleman from Tennessee.

Mr, COOPER,. I think it might be ap-
propriate for the chairman to point out
in reply to the inquiry that has just been
presented as to why the committee saw
fit to make at least some adjustment in
these postage rate matters that there is
not any desire to invade the prerogatives
of the great Committee on the Post Office
and Post Roads, but the fact remains
that for 26 years this situation has ex-
isted and nothing has been done about it
by that great and distinguished commit-
tee. It was thought that a start should
be made by somebody and not let the
thing run indefinitely in the future.

Mr. DOUGHTON. In the considera-
tion of the tax bill of 1942 the question
came up as to why we should not do
something about adjusting these postage
rates to secure additional revenue. The
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Post Office Department stated they were
studying the matter, but no report has
been rendered up to the present time.

Mr. HARTLEY. Mr. Chairman, will
the gentleman yield?

Mr. DOUGHTON. I will yield after I
get through with my speech. I am try-
ing to complete it now and must decline
to yield.

I am sorry I have not been able to go
more into detail in the explanation of
this bill. Quite a number of the members
of the committee will follow me, and I
am sure that what I lack they will gladly
make up, and answer questions. I have
taken enough time,

Mr. JENSEN. Mr, Chairman, will the
gentleman yield?

Mr. DOUGHTON.
tleman from Iowa.

Mr. JENSEN. The gentleman said
that much of the third-class mail is not
necessary and important.

Mr. DOUGHTON. The gentleman
says it is?

Mr. JENSEN. Yes. I have a number
of nurseries in my district who sell seed
and nursery goods.

Mr. DOUGHTON. If I could not yield
for a question, I cannot yield for a
speech. We have taken action. If the
gentleman will go before the Senate
Finance Committee and convince that
body that we have made a mistake, as
we often do—for we are not infallible—

I yield to the gen-

Ezcises and postage rates
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the gentleman will have his opportunity
there. If the Senate decides we have
made a mistake, our conferees will at
least be open-minded and fair-minded.
If we have made a mistake, we will be
as eager as can be to rectify it.

Mr. JENSEN. I thank the gentleman,

Mr. DOUGHTON. In conclusion I
wish to state while your committee rec-
ognizes the desirability of keeping the
public debt at a minimum and paying as
much of the cost of the war as is con-
sistently possible out of current reve-
nues, it is also keenly aware of the fact
that too heavy a tax burden is as great
a danger to the Nation’s economy as is
too large a public debt. Certainly we
should not. pass on to future taxpayers,
many of whom will be our returning sol-
diers, taxes that we ourselves should pay,
but neither should we pass on to them a
business structure so weakened by heavy
taxes that it will be unable to carry on
in the post-war period.

When this war has been won, and God
grant it be at an early date, we want
the business and industry of the Nation
in a condition which will enable it to
offer the greatest measure of opportunity
and employment to those who are now
offering life’s fullest measure of devo-
tion to our country on the far-away
battlefields of the world.

I am inserting at this point a table of
excise taxes and postage rates:

Article or service

Present tax base and rate

Estimated
additional
revenue

Proposed tax base and rate under pro-

1, Distilled spirits

- noubevemga aleghol)

$6 per gallon (draw- liack of $3.75 per gallon on

2. Beer. Lo ey e SRt [ s ) | B e Ll TR el
8. Wine:
Dnder-1dpereent. o 10 cents Do mlloN . s st e e
14 to 21 percent -| 40 cents Py VT S e AN VRS or e
ey Tl pereent i e e $1 per gallon_. ___.
Smrkhna 10 cents per half mt
........... Geentsperbalfpint__. . __.____._
4 Electric llght buolbs and tubes. ... ccvcnaieinnnnnnmnnn & percent of manufacturers' sales price.
&. Jewelry. 10 peroent of retail price. - -
8. Fur and Tur-trimmed artieles_ ... - ... I TTTTTll L
9. Luggage, handbags, wallets, ete. - cceucmcccmecccccacaces 10 percerlt of manufgcturers’ sales price on lug- |-.....

8. Toilet preparations
'S Te]eﬁl;one. telegraph, ra

eal telephone. . ...

Long-dist telephone

Telegraph, radio, and cable

--| 10 percent of charge
-.| 20 percent of charge

BT R T N L Y | L S S .
Wire and equipment service. .o oooooooocooocaoaooo

10. Transportation of persons...

=|110 percent of charge (internationa
..| 16 percent of charge_ . ___...___...
.| 5 percent of charge for service. ..

only.
1I:l percent ot retail price

15 percent of charge (domestic)..

10 percent of charge. .

11. Transportation of property

3 percent of amount pﬁ.ld ‘coal, 4 cents per -short

12. Admissions:
General ad fons.

ton.
1 cent for each 10 cents or I‘rm:tfun thereof........

Lessed e e A R e e e

--| 11 percent of charge_.

$9 per gallon (dmw back of $5 per gallon on non-
bevernpn aleohol).
$8 per barr

15 cents per gallon.. ..
60 cents

20 percent of retail price
25 pe:cent of retail price

15 percent of charge. _ .. cvee e cecmanaae
25 perceut of charge.. ... z =

15 percent of charge =
Apply tax to lourﬂh‘:lnss mall also. .......o.ooos

gﬁ cents for each 10 cents or traction thereof.......

r gallon.

turers’ sales price.

of charge

1 o T e S e R ) S e i S 5 percent of charge.. 30 percent of charge.
14. Club duea and initiation fees. - ool l$}umrcenﬁ, of cha 20 percent of charge
o e e e TR e i, SR s teiins
15. Bowling alleys, billiard and pool tables- mvewewmeemsmnne- il R Ty s
16. Pari-mutuel wagers. Jone. -| & percent of total wagers........
Total, excliuding postage- - A

17. Postage: * s
First class 2 eents per ounce, local delivery..cieecenecenan-- 8 cents per ounce.. 44, 000, 000
Air mail. 6 cents per ounce. . S e Bl T B eatits Dar-OlEnee sl oo s 11, 000, 000
Third class_ 1and 134 cents for each 2 ounces..... 2 and 3 cents for each 2 ounces 74, 400, 000
Money orders. . 6 to 22 cents per order, depending upnn amount.| 100 87 00Nt oo .. oD
Registered mail = 15 cents to $1 per article 20 cents to $1.35 per article 500,

Insured mail. -

.| & to 85 cents per article_____

C. 0. d. mail =

12 cents to $1.20 per article. .

Total postage

-| 10 to 70 cents per article.
24 cents to $2.40 per article.

Ernd total s s

1 Estimates of additional revenue are for a full year of operation at levels of business estimated for calendar year
8 Estimates are based upon the revenue figures cited in the cost ascertainment report for 1942, released by the Post Omoe Department,
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Mr. ENUTIZON. Mr. Chairman, I
yield myself such time as I may require.

Mr, Chairman, the pending tax bill is
but one of an endless procession of major
revenue measures since 1933.

In this period the tax burden of the
American people has been increased
twentyfold—from two billions annually
to a present total of more than forty
billions.

The time has come when we have about
reached the boftom of the barrel so far
as the possibility of securing additional
revenues is concerned. There is a limit
to the people’s ability to pay taxes, even
in time of war. During the past 4 years
they have had to absorb particularly
drastic increases to meet the staggering
war costs, and they have not had time to
adjust themselves to one increase before
another even greater one has been piled
on. Now the administration wants to
add ten and one-half billions more,
mostly by sharp increases in the already
burdensome personal income tax.

When the administration’s tax pro-
gram was proposed early in October, the
Republican members of the Ways and
Means Committee took a strong stand in
opposition and assured the people that,
so far as we were concerned, there would
be no increase in the personal income
tax or in the tax on the normal earnings
of business, Having unanimously joined
in defeating the administration’s pro-
gram in committee, we have lived up to
that promise. The bill which has been
reported by the committee raises but
one-fifth of the amount requested by
the administration, and most of this sum
will come from increased excise levies
on luxury and semiluxury items.

From now on the motto promulgated
by the great spender, Harry Hopkins,
“tax and tax, spend and spend, elect and
elect,” is out. The people very de-
cisively came to this decision in Novem-
ber 1942 and again on November 2 of this
year. We of the Republican minority
will do all in our power to erase it com-

pletely from the Nation’'s escutcheon, We.

have already given notice that, so far as
we are concerned, we will not give con-
sideration to the imposition of additional
taxes upon the people until the adminis-
tration has first eliminated all waste
and extravagance in Government spend-
ing and then only if it be absolutely nec-
essary.

There is an old saying that “chickens
come home to roost,” and that is surely
true so far as it applies to the adminis-
tration’s wasteful spending. For years
the average man has been told that he
need have no worry about what amount
was being spent by the Government in
Washington since the other fellow would
be taxed to pay the bill. Now he knows
that this was but one of many deceptions
on the part of the administration, and
in this connection, Mr, Taxpayer, who is
the forgotten man under the present
administration, is recalling the dulcet
words of a certain candidate for Presi-
dent in 1932, who said:

Taxes are paid in the sweat of every man
who labors.
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Even Santa Claus will in time pall on
the people if he has nothing but cream
puffs and marshmallows to offer.

The people, straining under the pres-
ent heavy tax burden, are beginning
more and more to realize that there is
no such thing as something for nothing.
Somebody must pay, and it is always the
consumer. He pays both in visible taxes
and through “hidden” levies.

In the consideration of the pending
bill the committee gave careful study not
only to the probable effect of increased
taxes upon the Nation’s present economy
but upon the future as well.

Chief Justice Marshall’s dictum that
“the power to tax is the power to de-
stroy” is no less true today than when
uttered during the early days of the Re-
public. The Republican minority on the
Ways and Means Committee believe that
to increase taxes by ten and one-half
billions as proposed by the administra-
tion would be a destructive act. In our
opinion, this additional burden would
liquidate the great middle class, which
is the bulwark of the Nation. It would
threaten the future solvency of all busi-
ness, imperil savings, and jeopardize the
post-war continuance of private enter-
prise. Moreover, it would destroy the es-
sence of the American way of life, which
our armed forces are now heroically bat-
tling to maintain and preserve.

We Republicans are determined to pre-
serve and encourage free enterprise and
opportunity in America, not destroy
them by excessive taxation. When the
millions of men in the armed forces come
back from the far-flung battle fronts
we want them to find:

First. That jobs at good wages are
open to them.

Second. That the door of opportunity
has not been closed in their absence.

Third. That wasteful spending has
been stamped out.

Fourth. That the American way of life
has been preserved.

If America is to remain a land of op-
portunity, we must put a stop to the loose
fiscal policies of the present administra-
tion. Its extravagant and wasteful
peacetime spendings have been suc-
ceeded by equally reckless expenditures
for war. Our Nation is today spending
more for military purposes than the
United Kingdom, Russia, Germany, and
Japan combined. Various congressional
inquiries into war spendings have dis-
closed that money is being squandered
on every hand, not only for military sup-

plies far in excess of needs, but for items

having no direct connection with the
war effort. The action of the War De-
partment in turning back to the Treas-
ury some thirteen billions of its appro-
priations shows that the present $357,-
000,000,000 war program is far in excess
of needs. No doubt other service depart-
ments could make similar refunds with-
out in any way impairing the war effort.
There is no doubt in my mind but what
an investigation of lend-lease allotments
to many nonbelligerent foreign coun-
tries, particularly in South and Central
America, would disclose that many bil-
lions are being poured out for such non-
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military purposes as the construction of
an agricultural college in Costa Rica, for
example, road building, sanitation, and
other unrelated projects. Our people
want this sort of spending stopped, and
stopped now.

Time has shown that we can no longer
safely delegate, without supervision, the
spending of the taxpayer's hard-earned
money to individuals in the executive
branch who labor under the delusion
that the money the Government pays out
is the product of printing presses, when
any schoolboy knows that every cent the
Government expends must at one time or
another, in one form or another, be
wrung from the people in taxes.

I shall not spend any time in justify-
ing the committee’s action in rejecting
the Treasury's proposal for drastic in-
creases in the personal income tax, other
than to refer to the following table,
which discloses that despite all the loose
talk wé have heard about the need for
putting a limit on incomes in wartime,
our eXisting tax laws have already
brought about such a limitation. This
table shows that no matter how much a
man earns in 1944 and 1945, he cannot
have more than $24,000 left after taxes,
and in fact he may wind up owing the
Treasury even more than his total in-
ui:ome for these 2 years. The table fol-

ows:

Ezisting income-tar burden for 1944 and
1945, including net Victory tar and one-.
half of unjorgiven 1942 tax (assuming no
change in net income)—Married person,
no dependents

Net income be- | Jncome, net Income re-
fore personal }1:}?{5’;; :’;“d Efig(;féive maining after
exemption forgiven tax! tax
Percent
1.773 $1,178.72
5, 285 1,420.72
8,743 1, 642, 62
10. 272 1, 704, 55
13. 024 2,174.39
14. £50 , 554, 22
17,827 3,286, 89
10, 744 4,012, 80
27.356 7,264.38
598 9, 060. 22
49, 532 12, 093. 55
44, T48 13, 812. 89
60, 481 19, 750, 42
76. 521 £3, 408. 14
£4. 770 22, 844,87
£9, 421 21, 156, 59
02. 443 18, 892, 31
98. 469 T, 503. 42
753, 280, 00 100. 433 =3, 250, 00
£1,000,000. 1, 005, 750. 00 100. 575 —5, 760. 00
£2,000,000. -| 2,015, 750.00 | 100,787 =15, 750. 00
£5,000,000....... 5, 045, 750. 00 | 100.915 —45, 750. 00

! Net Vietory tax compated on a gross income equal to
ten-ninths of net income,

I call attention to incomes of $750,000
and more. It will be noted that in these
instances the tax collector takes all and
then some. How is that for distributing
the wealth?

Mr. REED of New York. Will the gen-
tleman yield?

Mr. KNUTSON. I yield to my good
friend.

Mr. REED of New York. As a matter
of fact, there are several brackets where
he will owe the Government more than
he earns.
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Mr. ENUTSON. Yes; I thank the
gentleman. I am coming to that.

The poor chap who has an income of
$2,000,000—and I never expected to live
to see the day I would commiserate with
& man having an income of one or two
million dollars, but, of course, I could not
foresee the New Deal.

Getting back to the poor devil who has
an income of $2,000,000 in 1844 or 1945,
he will not only have to pay in $2,000,-
000, but he will have to pay $15,750 on
top of that.

Then we come to the hopeless bank-
rupt who has an income of $5,000,000 in
1944 and 1945. He is going to pay $45,-
750 in addition to the $5,000,000. So
what Roosevelt ought to do is pray for
more millionaires to run through the

| wringer.

Mr. VOORHIS of California. Will the
gentleman yield?

Mr. ENUTSON. I yield.

Mr. VOORHIS of California. That
comes about, does it not, because of the
fact that taxpayers are required to pay
1215 percent of their 1942 income at the
same time as fhey are paying current
taxes?

Mr. KNUTSON. Thatisright. Butl
will say to the gentleman from California
it hurts just as much.

Mr. VOORHIS of California. No
doubt; but I think that ought to be
made clear to the Committee.

Mr. KNUTSON. Yes; I was coming
to that, too, as we say in committee,

Mr. CURTIS. Will the gentleman
yield?

Mr. ENUTSON. 1 yield.

Mr. CURTIS. Is this tax that is in
excess of income considered an income
tax? By what authority can your com-
mittee impose an income tax beyond
income? .

Mr, ENUTSON. Well, as the gentle-
man from California called attention to,
in 1944 and 1945 we pay the full tax,
plus 1214 percent, which is one-half of
the 25 percent unabated portion of the
1942 tax.

Mr. CURTIS. Regardless of what you
call it, it is all a tax imposed by this
Government.

Mr. KENUTSON. Regardless of what
you call it, it comes out of the taxpayer’'s
pocket.

Mr. ROWE.
yield?

Mr. ENUTSON. I yield.

Mr. ROWE. Has the gentleman de-
termined what would be assessed against
a million or two-million-dollar income in
the absence of the 1215 percent? I think
that, too, should be part of the record.

Mr. ENUTSON. The regular tax is
$900,000 on an income of $1,000,000 and
$1,800,000 on an inéome of $2,000,000.

Mr, GILCHRIST. Will the gentleman
yield?

Mr. KNUTSON. I yield.

Mr. GILCHRIST. Do the figures you
have set forth include State taxes and
municipal taxes?

Mr. KNUTSON. No; they just include
what you owe your Uncle Samuel.

Mr. GILCHRIST. On top of all you
have said, they will have to pay addi-
tional State and municipal taxes?

Will the gentleman

CONGRESSIONAL RECORD—HOUSE

Mr. ENUTSON. Yes. It would be
much cheaper for a millionaire to take
the bankruptcy cure.

Mr, MICHENER. - Will the gentleman
yield?

Mr. KNUTSON. 1 yield.

Mr. MICHENER. Waill you insert in
the Recorp the amount of income tax an
individual with $150,000 income for the
coming year will be compelled to pay?

Mr. ENUTSON. He will have to pay
$127,155.12 if he is a married man with
no dependents. I suppose the 13 cents
is to show that he is out of luck.

Mr, MICHENER. Some newspaper in
my district stated that a man with an
income of $150,000 would be compelled
to pay about 90 percent, and that he
would have but $15,000 left on which to
live.

Mr. KNUTSON. On $150,000?

Mr. MICHENER. Yes.

Mr. ENUTSON. No. That might oc-
cur under the Treasury plan, which the
committee rejected. It is all a part of
the elaborate plan to distribute the
wealth. Tuey stole Huey Long’s formula.
They took that over as a part of his
estate.

Mr, O'CONNOR. Mr. Chairman, will
the gentleman yield?

Mr. KNUTSON. I yield to my friend.
He is always so gracious to me when I
appear before his committee, I want to
keep my credit good.

Mr. O'CONNOR. I thank the gentle-
man for those remarks. If is very inter-
esting to me to note that the $5,000,000
income earner is going to pay more in
the future than what his income amounts
to. I am wondering how much the man
whose income is $5,000,000 will pay in the
next year, and also how much of that
$5,000,000 he was forgiven by the Ruml
plan when the Ruml plan was adopted.

Mr. ENUTSON. Well, I thought we
had laid that old ghost away long ago.

Mr. O'CONNOR. But it will not stay
hidden. It islike Banquo's ghost, it con-
stantly springs up.

Mr. ENUTSON. I suppose it will keep
bobbing up as long as it can be used as
a political football,

Mr., O'CONNOR. No; I am not talk-
ing politics.

Mr. KNUTSON. Of course I would
not accuse my good friend of playing
polities,

Mr. O'CONNOR. Now, would the gen-
tleman answer my question?

Mr. ENUTSON. Yes; I will answer
the gentleman’s question by asking one.
Will the gentleman please tell the House
what year we escaped paying any taxes?

Mr. O'CONNOR. Of course we never
escape paying any taxes.

Mr. KNUTSON. Well, what is the dif-
ference whether the tax you pay this
year is called the 1942 tax or the 1943
tax? As far as the Government is con-
cerned, the Treasury will continue to
collect on your salary, also on your suc-
cessor’s salary, year after year after year,
just as long as the Republic endures.

Mr. O'CONNOR. I will tell you when

the Government loses is when I do not
earn anything, Then I am forgiven the
tax which should have been paid when
I was earning something, and that is

9917

when the Government loses under the
Ruml plan.

Mr. KNUTSON. Why, you pay every
year that you earn something. That is
the beauty of the pay-as-we-earn plan,
that when you do not earn, when the
people in their wisdom say, “Jim, we
love you so much we want to keep you at
home,” then you do not have to pay
any more. Or if you should die, Mrs.
O’Connor will not have to sell the old
family homestead in order to pay Uncle
Sam last year’s taxes.

Mr., O'CONNOR. Now, will you go
back and answer the question I asked
you?

Mr. ENUTSON. I have answered it,
but if the gentleman does not under-
stand it, I cannot help that.

Mr. DONDERO. Mr. Chairman, will
the gentleman yield?

Mr. ENUTSON. I yield.

Mr. DONDERO. The gentleman has
described to the House what happens to
a man with a salary of $150,000. Will
you return to what the average Ameri-
can receives, about three or four or five
thousand and tell the House what his
tax will be this coming year?

Mr. ENUTSON. Yes. I can do that.
A married man with an income of $2,500
will pay $325.61 in 1944. A man with a
$5,000 income will pay $987.20. On
$10,000 the tax will be $2,735.62. Now,
we are getting up into the affluent class.

Mr. DONDERO. Are those percent-
ages an increase or decrease over what
they were in 19427

Mr. ENUTSON. They are an increase,
since they include one-half the carry-
over from the unabated 1942 liability.

Mr. DONDERO. About how much in
percentage?

Mr. ENUTSON. This is the total tax
burden.

Mr. CURTIS. Does that include the
1215 percent?

Mr. KENUTSON. Yes; that includes
the 1214 percent. Do you want a com-
parison?

Mr. DONDERO. Yes; in percentage.
The average taXpayer is interested to
know how much more he is going to pay
this year over 1942; that is, what percent
more.

Mr. ENUTSON. On an income of
$2,000 he pays $187.95 for 1943. That is
for a married man. Under the com-
mittee bill he will pay only $184 for 1944,
a saving of $3.95. This does not include
the 12}, percent carry-over. Now we
will take $5,000. Under present law he
pays $893.95. Under the committee bill
he pays $928, plus the 1215 percent
carry-over for 1944 and 1945.

Mr. DONDERO. What does he pay
under present law?

Mr. ENUTSON. Eight hundred and
ninety-three dollars and ninety-five
cents on $5,000; but all these details are
in the majority report. While I had no
part in preparing the majority report, it
is a very useful document, and I suggest
to the membership that they provide
themselves with a copy and preserve it,
because it is really a compendium of tax
information that could very well be used
as a textbook in the higher institutions
of learning.
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Mr. GORE. Mr. Chairman, will the
gentleman yield? :

Mr. KNUTSON. Certainly I will be
glad to yield to the distinguished gentle-
man.,

Mr. GORE. 1 did not quite get the
gentleman’s answer to the question pro-
pounded by the gentleman from Mon-
tana [Mr. O'Connor]. This taxpayer
who is paying $45,000 a year more than
he earns had to earn how much this
year in order to be obliged to pay $45,000
more?

Mr. KNUTSON. $5,000.000.

Mr. GORE. What part of that $5,-
045,000 is taxes on the $5,000,000 he
earned last year?

Mr. ENUTSON. Last year he would
have paid $4,499,000.

Mr. GORE. I know, but what part of
this $5,045,000 is payment on his income
of last year?

Mr. KNUTSON. $546,000 is the carry-
over, being one-half of the unabated
$1,093,500 liability.

Mr. GORE., Then he has earned $10,-
000,000 and is paying $5,045,000 taxes?

Mr. KNUTSON. No, out of the $5,000,-
009 he earned last year he had to pay the
tax for the previous year. If there is any
windfall it is taxed in full and, of course,
the estate and inheritance taxes will also
prevent any fax avoidance.

Mr. ROWE. Mr. Chairman, will the
gentleman yield?

Mir. KNUTSON. I yield.

Mr. ROWE. I think one thing should
go in the Recorp at this point. What-
ever the forgiveness was under the Ruml
plan it did not differentiate between in-
dividuals regardless of their station of
earning.

Mr. KNUTSON. How is that?

Mr. ROWE. I say whatever forgive-
ness there may have been under the tax
bill we passed to forgive part of the in-
come tax it applied to every station re-
gardless of what it was, did it not?

Mr. ENUTSON. It treats all tax-
payers fairly., The pay-as-you-go plan
did not forgive anything, it simply abated
75 percent of an assessment, which we
transferred from the past year to the
current year. Forgiving is when one is
ahsolved from his sins and indiscretions
as well as his debts. I hope to stay in
Congress long enough so that the facts
regarding the pay-as-you-go plan may
percolate into. the minds of all who are
willing to cee.

Mr. O'CONNOR. Mr., Chairman, will
the gentleman yield?

Mr. KNUTSON. I yield to the gentle-
man from Mentana.

Mr. ©'CONNOR. What I want to get
at, following through the clarification
question of the distinguished gentleman
now in the chair—I feel that he sort of
clarified the gentleman’s answer to my
question which was rather confused.
What I want to get at is to clear up this
point and who pays the $5,045,000 in
taxes is still to the good under the sys-
tem we now have and under the Ruml
plan is still to the good in the neighbor-
hood of $5,000,000.,

Mr. KNUTSON. How does the gen-
tleman figure that?
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Mr. O'CONNCOR. He had $10,000,0600
income for the 2 years and pays only
$5,045,000 in taxes. :

Mr. ENUTSON. What year does he
not pay a tax?

Mr. O'CONNOR. That is not the
question.

Mr. ENUTSON. It certainly is. The
Treasury is only interested in revenue,
they are not interested in academic
questions.

Mr. O'CONNOR. My question is
whether he is not still $5,000,000 to the
good.

Mr. ENUTSON. No; of course he is
not, because he will have paid just as
much this year under the old plan as he
would under the pay-as-you-earn plan;
consequently the Treasury has not lost
anything.

Mr, O'CONNOR. When the Treasury
starts to lose is when the depression
comes and income ceases; that is when
the Treasury starts losing under the
Rumil plan.

Mr. KNUTSON. The Treasury will
lose nothing, but I suppose it will break
the gentleman’s heart to find that he is
current when his income stops.

Mr; O'CONNOR. No; that still does
not answer my question.

Mr. KNUTSON. Well, that is just
what the gentleman is talking about.
He appears to be resentful because we
have fixed it so that when he stops hav=
ing an income or when he died he would
be even with the board.

Mr. O'CONNOR. No; but I was try-
ing to protect the Treasury when we had
the bill before us last year. When the
depression comes, when we will no longer
have income, we will still need taxes.

Mr. KNUTSON. Somebody will step
into the gentleman’s shoes and carry on,
but I hope that will not be for a long,

long time.

Mr. CURTIS. Will the gentleman
yield?

Mr. KNUTSON. I yield to the gentle-

man from Nebraska.

Mr. CURTIS. I think it should be
borne in mind that if anyone gains un-
der the so-called Ruml plan it is the
small taxpayer. The large taxpayer’s
earnings will be taken care of by estate
and inheritance taxes.

Mr. KNUTSON. Of course, whatever
benefits accrue will accrue proportion-
ately more to the small taxpayer than
to the big taxpayer and that is the rea-
son there was so much opposition to it.
It was approached purely from a political
angle.

Mr. MILLER of Connecticut.
gentleman yield?

Mr. KNUTSON. I yield to the gentle-
man from Connecticut.

Mr. MILLER of Connecticut. This
$45,000 the gentleman has pointed out is
the only forgiveness I have found in the
Ruml plan. They pay $45,000 more than
they earn,

Mr. KNUTSON. Yes. Isupposesome
day they will consider operating on our
tear ducts so we will not have anything
to weep with.

Mr. MILLER of Connecticut. Under
the Ruml plan he would have paid
$900,000.

Will the
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Mr. KNUTSON. Yes. That is a very
good point and I thank the gentleman.
The gentleman’s statement shows he has
clear vision and good understanding.

Mr., MILLER of Connecticut. The
gentleman from Minnesota should
not worry about the fellow earning
$5,000,000,

Mr. ROWE. I think at this late day
I have learned something about for-
giveness. ~

Mr. KNUTSON. Do not use the word
“forgiveness.” Use the word “abate-
ment.”

Mr. ROWE. 1 think it is applicable
here. The accrual of what we have given
is what constitutes the surplus in income
that is going to the Treasury.

Mr, WICKERSHAM. Will the gentle-
man yield?

Mr. ENUTSON. I yield to the gentle-
man from Oklahoma, g

Mr. WICKERSHAM. I realize it is de-
sired to get all the revenue possible, but
I figure in one instance they are going to
lose some of this new tax. I refer to the
little theaters because if one patron out
of five fails to go you lose as much as you
gain. It seems to me that in the smaller
theaters they are not going in for lux-
uries, they are going in for education,
and you will destroy the taxes which you
intend to try to get. It seems to me that
the theater patrons who pay taxes, if
they are excessive, will not go and you
will destroy not only the privilege of
going to the theater, but you will also
destroy the theaters in the smaller
towns. ’

Mr. KNUTSON. The gentleman from
Oklahoma is absolutely right. His state-
ment shows he is a man of discernment.
I expressed similar views before the com-
mittee in executive session.

Mr. WICKERSHAM. I think the gen-
tleman from Minnesota was correct.

Mr, ENUTSON. Absolutely; but there
are those on the committee who could
not see it.

Mr. MAHON. Will the gentleman
yield?
Mr. ENUTSON. I yield to the gentle-

man from Texas.

Mr. MAHON. The report makes con-
siderable reference to a comparison of
the income, or, rather, the expenditures
for the war effort by the people in Canada
and the United Kingdom and the people
in the United States. It is pointed out
that for war purposes the United King-
dom will expend about $23,000,000,000 in
1944, and Canada will expend about $5,-
500,000,000 in 1944,

Mr., ENUTSON. Yes.

Mr. MAHON. A much smaller expend-
iture relatively speaking than our own
expenditure. Can‘the gentleman tell us
whether or not the national income and
wages have skyrocketed in Canada and
in the United Kingdom in the last few
years as they have in the United States?

Mr. KENUTSON. I have no late in-
formation, but, as I recall, when we had
the 1943 revenu. bill before the commit-
tee it was testified that they had been
able to hold the line, as the phrase is now
used, much better in Canada and in the
United Kingdom than we have, bccause
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they put a ceiling on wages as well as on
all commodities:.

Mr, MAHON. Then per dollar ex-
pended in Canada and in the United
Kingdom they may have gotten more in
production?

Mr. ENUTSON. Possibly so.

Mr. DONDERO. Will the gentleman
yield?

Mr. ENUTSON. Briefly.

Mr. DONDERO. Does the bill set a
floor to the price of admission to theaters
below which there is no tax or the tax
increase does not apply? -

Mr. KNUTSON. No. The tax is now
1 cent for each 10 cents or fraction there-
of. The bill fixes the rate at 2 cents for
each 10 cents—just double,

Mr. DONDERO. That applies on all
admissions, whether it is 10 cents or 50
cents?

Mr. KNUTSON. Yes, that is right.

Mr. DONDERO. There has been some
opposition voiced to that provision, the
claim being made it punishes the poor
man's diversion and some people think it
is wrong in principle.

Mr. ENUTSON. Of course, as the
gentleman from Oklahoma so well
pointed out, in the smaller communities
that have been injured rather than
helped by war spending there has been
a big falling off in theater attendance.

I want to close with a little philosophy,
then I shall yield the floor.

If the Republican Party maintains its
present strength in the Congress, or
makes gains in the next election, the
country can confidently look forward to
reductions of taxes in the future, rather
than continual increases. Certainly, as
soon as hostilities in the present war
cease, immediate attention will be given
to the revision of our whole tax struc-
ture with a view to the realization of
maximum revenues consistent with the
least interference with individual and
business enterprise. Our tax laws are
archaic, cumbersome, and complicated.
Sound tax principles have been departed
from, and too often the taxing power has
been used for other than revenue pur-
poses. We have seen taxes availed of to
punish taxpayers, for social experimen-
tation, and for accomplishing ends other-
wise prohibited by the Constitution. Any
worth-while revision of the tax laws must
include a restoration of the principle of
taxation for revenue only. The Repub-
lican members of the Ways and Means
Committee are pledged to support and
bring about this long-needed, much-to-
be-desired tax revision. In alarge meas-
ure, the country’s ability to maintain a
high level of national income in the post-
war period will depend as much upon
the adoption of wise tax policies as upon
any other factor.

In conclusion, let me say that there
is no royal road to financial independ-
ence, either for the Government or for
individuals. It can only be attained by
integrity, frugality, industry, and mod-
eration. We must adopt these virtues
if we are to avoid national and individ-
ual bankruptey and chaos.

Mr, Chairman, I now yield to the gen-
tleman from New York [Mr. REED] as
much time as he may desire.
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Mr, REED of New York. Mr. Chair-
man, I want to make just this prelimi-
nary statement. I cannotrecall whether
it was in a colloquy on the floor or else-
where, but there was some criticism di-
rected against the members of the Ways
and Means Committee in that the mem-
bers of that committee, some 25 in num-
ber, utilize so much time that the
younger Members of the House fail to
get an opportunity to speak on impor-
tant measures, and particularly such a
one as this tax bill, That, I know, was
made in good faith, and I have no objec-
tion to it. I think there is much to be
said in that respect, at least so far as I
am personally concerned. I have un-
doubtedly taken more time in debate
than I should have done on some of these
bills in which I have been intensely in-
terested, and to which I have given a
great deal of study, so I shall endeavor
not to offend on this occasion.

Mr. Chairman, more than 10 years
have come and gone since Franklin D,
Roosevelt took full charge of the execu-
tive branch of the Government, and as-
sumed responsibility for its fiscal affairs.
We have before the House today another
bill to raise revenue, the seventeenth, I
believe, since civilization began to func-
tion in 1933.

After a careful examination of the ma-
jority report of the Ways and Means
Committee, a most excellent report on
the bill now before us,

I accuse the present administration of being
the greatest spendthrift administration in all
history. It is an administration that has
piled bureau on bureau, commission on com-
mission. * * * Bureausand bureaucrats,
commissions and commissioners have been re-
talned at the expense of the taxpayer.

Mr, Chairman, I am sure that if
Franklin D. Roosevelt as a candidate
could with propriety malie such an ac-
cusation in 1932 against the Republican
Party, without facts to support his ac-
cusation, I am well within my rights and
fully justified by the facts to make the
same accusation against the Roosevelt
spendthrift administration. I would
hesitate to make this charge were it not
for the fact that the majority in this
committee report does not hesitate to
indict the Roosevelt administration for
its extravagance and waste as a justifi-
cation for not yielding to the Executive
demand for £10,500,000,000.

It was not until Hon. Henry Morgen-
thau, Jr., Secretary of the Treasury, ap-
peared before the Ways and Means
Committee on October 4, 1943, that our
committee was made fully and officially
aware of the magnitude of the revenue
raising task it would have to face. It
was then that Secretary Morgenthau
suggested that the committee bring out
a revenue bill that would produce addi-
tional revenue amounting to $10,500,000,-
000. Purthermore, the Secretary em-
phasized the fact that his propoesal would
require an additional tax burden on the
individual taxpayers of $6,500,000,000.
The fact that the tax burden of indi-
viduals has been increased about 2,000
percent since 1940, or from $900,000,000
annually that year to a probable $18,-
000,000,000 in the current fiscal year end-
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ing June 30, 1944, caused the committee
great concern as to the effect of adding
$6,500,000,000 to the present tax load.

Mr. Chairman, I call attention to the
first page of the majority report where
this statement appears:

* In preparing this tax bill, your committee
has given consideration to the following fac-
tors:

1. The need for additional revenue,

2. The inflationary problem.

3. The present tax burden.

4. The necessity for simplifying the pres-
ent tax system.

5. The possibility for economy in govern-
mental expenditures.

It may cause some speculation among
the Members of the House as to the
formula that was used by the committee
in formulating the measure now before
this body for consideration. There was
nothing in recent party publications to
which the majority could turn for in-
spiration and guidance as how best to
finance the war, meet the problem of in-
flation, lessen the tax burden, and above
all simplify the present tax system. I
am not violating the rules relating to dis-
closures made in an executive session of
the committee when I reveal that among
some ancient, musty, and long-neglected
New Deal campaign literature this magic
formula was found:

We advocate an immediate and drastic re-
duction of governmental expenditures by
abolishing useless commissions and offices,
consolidating departments and bureaus, and
eliminating extravagance, to accomplish a
saving of not less than 25 percent in the cost
of Federal Government,

Mr. Chairman, the committee formula
not only produced this modest revenue
bill but it had the further effect of caus-
ing the bureaucrats to disgorge some
$13,000,000,000 not required for the
prosecution of the war, nor needed to
carry on the necessary functions of civil
government, much less to squander and
waste on useless and, in many instances,
dangerous socialistic schemes.

Mr. Chairman, the task of raising
revenue is an unpleasant and thankless
one, but it is nonetheless an all important
one, for without revenues the Govern-
ment could not long exist.

Especially is this true at the present
time, when we are fighting a global war,
the total monetary commitments for
which already aggregate $330,000,000,0662
or roughly the amount of our entire na-
tional wealth. And the war is still far
from being won, particularly in the Pa-
cific theater of operations. Moreover,
we vet have to plan for post-war rehabil-
itation, which undoubtedly will add un-
told billions to the over-all cost.

In the current fiscal year, the Federal
Government will spend $104,000,000,000,
which is at the rate of nearly $9,000,000,-
000 every 30 days. Of this total, ninety-
seven billions will go for war activities,
two and seven-tenths billions for inter-
est on the national debt, and the balance,
or four and three-tenths billions, for civil
functions. I wish to say, however, that
there is some dispute as to this break-
down of these figures in view of the un-
required $13,000,000,000.
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In the face of this astronomical expen-
diture during the next 12 months, the
Treasury anticipates net revenues from
existing taxes of some forty-one billions,

The administration has proposed a
program of additional taxes which, had
we approved it, would increase revenues
to approximately fifty billions, or to
roughly one-half the amount of the esti-
mated expenditures.

For many reasons, it is desirable that
we meet currently as much of the essen-
tial war cost as can be done without
destroying our economic system. How-
ever there is one circumstance which
requires comment, and I refer to the
reckless fiscal policy of the pre-war pe-
riod. The waste and extravagance of
the last decade, with the resultant annu-
al deficits and the pyramiding of the
national debt, left the Nation ill-pre-
pared for the tremendous financing
problem arising out of the war. Let me
repeat that despite mounting taxes from
1932 on, the deficits continued to pile up
year after year because of the rapid in-
crease in expenditures. When the Japs
struck their blow at Pearl Harbor, we
had experienced 11 straight years of
operating the Government “in the red.”
Think of it! Eleven years of uninter-
rupted deficit-financing. Eleven years
of annual tax increases, without any ap-
proach to a balanced budget during this
time.

When we were compelled by dire ne-
cessity to borrow astronomical sums for
war financing, our Nation’s credit had
already been stretched to hitherto un-
precedented proportions and our poten-
tial sources of taxation tapped to the
point of virtual exhaustion. We now
have reached the stage where the inex-
orable law of diminishing returns pre-
cludes further drastic increases in exist-
ing taxes, and where our chief hope for
increased revenues must be based not on
higher rates but on increased national
income, except where the tax burden can
be lessened by the elimination of waste.

While you are all deeply conscious of
the tremendous increases in taxes in the
past few years, I dare say not many citi-
zens realize the gctual extent of this
increase measured in tax dollars. Let
me give you a few interesting facts in
this connection: :

: First, as regards the individual income
ax—

In the fiscal year ending June 30,
1940—at which time our emergency de-
fense program was being instituted—
the Federal Government was collecting
less than $900,000,000 annually from per-
sonal incomes,

The following year the receipts were
$1,300,000,000.

In the fiscal year 1942 they rose to $3,-
200,000,000.

In the fiseal year 1943, just closed, they
jumped to $7,000,000,000.

In the current fiscal year, ending next
June 30, they are expected to be in the
neighborhood of $18,000,000,000. This
represents a 2,000 percent increase in
individual income tax receipts in 4 short
years.

Let us now look at the corporate pic-
ture, in comparison:

In the fiscal year 1940 the corporation
income tax produced $950,000,000.

The next year receipts increased to
$1,600,000,000.

In the fiscal year 1942 they were $3,-
000,000,000.

In the fiscal year 1943, just closed, they
were $4,000,000,000, which is substan-
tially the amount estimated to be re-
ceived during the current fiscal year.
This represents a little over 400 percent
increase in 4 years. However, when we
include the excess-profits tax receipts,
the percentage of increase is much
greater. Collections from the excess-
profits tax have grown to $10,000,000,000
annually since the tax was enacted in
1940. This makes the total current cor-
porate tax burden approximately $14,-
000,000,000.

The individual income tax, along with
the corporate income and excess-profits
taxes, are by far the largest revenue pro-
ducers in our entire tax system, making
up 32 billions out of the total of 41 bil-
lions in taxes which will be collected this
year. In terms of percentage, they are
responsible for 85 percent of the Treas-
ury’s receipts.

Under the revenue laws of the last
World War, the most that the Federal
Government collected in any one year
was $6,700,000,000, and this figure was
not reached until 2 years after the war
had ended. Today the total volume of
our tax collections is six times as great—
and the trend is still upward. Up
through the fiscal year 1940, Federal re-
ceipts never exceeded $6,000,000,000.
Since then, they have mounted by leaps
and bounds, partly through drastically
increased rates and lowered exemptions,
and partly as a result of increased na-
tional income. From 1940 to 1941, Fed-
eral tax collections increased moderately
from $5,300,000,000 to $7,600,000,000. In
the fiscal year 1942 they rose to $12,-
800,000,000. In the fiscal year 1943, just
closed, they jumped to $22,000,000,000.
And in the current fiscal year, we are
now informed, they will be over 41 bil-
lions—representing a seven-fold increase
since 1940.

These figures express more clearly
than words the reason why we must go
slow in imposing further taxes. Yet
each time the administration has re-
cently proposed a new tax bill, it has
doubled the amount of its previous re-
quest. Thus in 1942, Congress was asked
to raise three and one-half billions. Last
year the request was for seven and six-
tenths billions. This year, the request
was raised to twelve bhillions, then re-
duced to ten and one-half billions. It
would seem that the order should have
been reversed, and that as we approach
the point of tax exhaustion the addi-
tional burdens to be piled on should get
less and less, instead of more and more.

If twelve billions had been added to
the present Federal tax load, as sug-
gested by the administration, it would
then have totaled fifty billions, or slight-
1y less than half the contemplated out-
lay in the present fiscal year. Including
the ten billions being collected by the
State and local governments, this would
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have brought the total annual tax bur-
den in this country to sixty billions.
However desirable it may be to absorb
more of the war cost currently, and at
the same time combat the threat of
ruinous inflation—and I would be the
last to quarrel with the desirability of
either objective—the fact is that we
have about reached the saturation point
in taxes, and must therefore be exceed-
ingly careful in piling on additional bur-
dens. To go too far may result not only
in the destruction of the great middle
class, which is the very backbone of our
country, but also in destroying incentive,
which is so necessary to the success of
our war effort. Moreover, business must
be left something to carry through the
readjustment period following the ter-

mination of hostilities.

The committee thought it inadvisable
to increase taxes by any such figure as
$12,000,000,000, as requested by the ad-
ministration. The committee examined
the whole situation carefully, and then
made provision for such increases as
seemed practicable, keeping in mind the
cardinal rule of ability to pay as well as
the dictum of Chief Justice Marshall
that “the power to tax is the power to
destroy.”

With the corporate excess-profits tax
rate raised to 95 percent in the bill be-
fore us, it seems clear that there can be
no further increase from this source,
aside from what may be realized as a re-
sult of the acceleration of war produc-
tion.

Moreover, it would seem that the pres-
ent upper rate on normal corporate
profits—now 40 percent—cannot go
much higher. I have not forgotten that
during the last World War, when indi-
vidual rates reached a maximum of T7
percent, the corporate income tax was
only 12 percent—the equivalent of the
maximum normal rate on individuals,
Nor have I forgotten that in those days,
and up to the time the New Deal philos-
oohy of taxation was given effect, recog-
nition was given to the fact that a cor-
poration was merely a collection of indi-
viduals doing business in corporate form,
and that, therefore, allowance should be
made for the tax paid by the corpora-
tion in assessing the shareholders, which
was done by exempting dividends from
the normal tax on individuals.

Now, we not only will tax the corpora-
tion up to 40 percent on normal profits
and up to 95 percent on exXcess profits
under the bill, but we shall tax what is
left, when paid out in dividends, at the
full normal and surtax rates in the hands
of the stockholders. Someday, I hope
we may get back to sound and defensible
principles in taxing individuals doing
business in corporate form. Despite the
exigencies of war, England has continued
to adhere to the sound practice of treat-
ing the corporate income tax as a tax
upon the shareholder, collected at the
source, for which due allowance is made
in assessing the individual income tax.

Last year, the Treasury asked for a 55-
percent rate on normal corporate profits,
but Congress refused to go above 40 per-
cent. There has, as you know, been con-
siderable agitation for an allowance for
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post-war reconversion reserves. Of the
desirability of such reserves there can
be no doubt. The Congress has already
given recognition to the principle of
post-war reserves in connection with the
excess-profits tax, 10 percent of the tax
being set aside for the use of the corpo-
ration in the post-war period. While
this credit is all right so far as it goes,
it is not of such magnitude as to build
up any appreciable amount for post-
war industrial rehabilitation purposes.
Moreover, the credit only applies where
the corporation has excess-profits tax
liability, whereas thousands of other cor-
porations not benefited by the war will
have an equal need for such reserves.

No more important problem confronts
the Nation than the necessity of being
ready to provide peacetime jobs for the
millions who will be thrown out of war
work with the cessation of hostilities, not
to mention the millions of returning sol-
diers and sailors who will be looking for-
ward to resuming their normal pursuits.
The kind of a corporate tax policy which
the Congress adopts I know will have a
profound effect upon the ability of busi-
ness and industry to provide these jobs
when the war boom ends.

If we are to succeed in maintaining
a high level of employment and national
income in the post-war period, I firmly
believe it is essential that our Federal
tax policy be such as to give some en-
couragement to venture capital. In my
opinion, there are endless possibilities
for the development of new industries
after the war if a wise tax policy is pur-
sued. These industries can easily pave
the way for an era of post-war pros-
perity instead of a post-war depression,
and it is to the interest of the Govern-
ment to see that these industries are
nurtured and developed. The war has
opened up new frontiers in science and
invention, and if the resource and indus-
try of our people are not unduly ham-
pered by ill-advised Government policies
of taxation and restraint we can look
© forward to the enjoyment of unparalleled
prosperity and improved living stand-
ards.

Before passing to other phases of the
tax problem, I should perhaps briefly
mention the maiter of renegotiation of
war contracts, on which the Ways and
Means Committee has been conducting
public hearings preparatory to proposing
certain revisions in the existing law.
Prior to the enactment of the excess-
profits tax in 1940, the only restriction
on war profits was under the Vinson-
Trammell Act, which limited the allow-
able profit on naval vessels and planes.
When Congress passed the excess-profits-
tax law, it suspended the provisions of
the Vinson-Trammell Act as being un-
necessary. Later, there was added as a
rider to one of the appropriation bills a
measure known as the war contract re-
negotiation law, providing for the rene-
gotiation of war contracts where excess
profits were found. This law, as every
Member here knows, has given rise to
much controversy and dissatisfaction,
particularly because of the lack of any
definite standards for the administra-
tion of -the law. Most war contractors
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seem to feel that the law is unnecessary
because 90 percent of any excess profits
will be taken under the excess-profits-tax
law in any event, and they further feel
that the time spent in going through the
renegotiation proceedings has actually
held up the war production effort. The
war agencies, on the other hand, feel
that the renegotiation law is sound in
principle, though they admit there is
room for improvement in the adminis-
trative machinery, They have con-
tended further that the function of
keeping war costs at a minimum cannot
be accomplished under the excess-
profits-tax law, nor, so they assert, can
such a law provide effective incentives to
war contractors to keep production at a
maximum and costs at a minimum. A
number of clarifying changes have been
made so as to eliminate some of the pres-
ent uncertainties and improve the ad-
ministration of the law.

Summing up the corporate-tax picture,
this bill does not raise any substantial
amount of additional revenue through
higher corporate rates. I believe that
the inadvisability of doing so was con-
ceded by Mr. Randolph Paul, the Treas-
ury tax adviser.

It is obvious that if any large amount
of additional taxes, such as was de-
manded by the President, had been im-
posed and realized, the burden would
have had to fall largely on the individual
taxpayer, whether in the form of income
or excise levies.

So far as the individual income tax is
concerned, there was no longer any room
for increases in the topmost brackets.
We can hardly expect to take in taxation
more than 90 cents out of every dollar
a man earns, which is the present maxi-
mum. This means that whatever in-
creases may have to be made in the fu-
ture will have to be in the middle and
lower brackets, principally the latter, and
we seem to be rapidly approaching the
limit even there.

One difficulty with any general in-
crease in rates in the lower and middle
brackets is that it would have fallen with
unequal impact on persons who have not
benefited from the war boom as against
those who have so benefited. I realize,
of course, that there is a tremendous
reservoir of excess purchasing power in
the hands of large segments of the people
today, indicating that the point of tax
exhaustion has not been reached in all
cases. The problem, however, is to reach
this so-called inflationary purchasing
power without crucifying those who are
already struggling under the existing tax
load. There are millions of persons who
either have not had an increase in in-
come since the war or have actually suf-
fered a decreased income. They do not
have the same capacity to pay increased
taxes as war workers and others whose
incomes have doubled, trebled, and per-
haps even quadrupled. For example, the
man who has received $5,000 income
over a period of years finds today that
his actual purchasing power has been
considerably reduced through mounting
taxes and higher prices for everything
he buys. Moreover, he has fixed com-
mitments which must be met, such as
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insurance premiums, mortgage pay-
ments, and so on. By contrast, his
neighbor, who as a result of the war has
received an increase in income from
$2,000 to $5,000, and who does not have
these fixed and often long-standing com-
mitments, is enjoying new-found luxury
despite the relatively high taxes he has
to pay.

In the case of so many of the excise
taxes, the products on which they are
levied are no longer available, such as
passenger cars, electric refrigerators, and
radios. In other cases, stich as gasoline,
consumption is restricted. Thus in a
number of instances, receipts have fallen
off in the face of increased rates. In the
case of practically all of the excise levies,
the rates have been increased again and
again since they were first imposed.

The Federal estate tax also offers little
opportunity for increased revenue, since
the rates are already rather high, reach-
ing a maximum of 70 percent. The
Treasury urged still higher rates last
year, but Congress refused to approve
any increase,

Since existing sources of taxation
offered little possibility of raising sub-
stantial additional revenue, practically
the only potential source of new revenue
as yet untapped is the sales tax. For
years Congress has toyed with the idea
of enacting such a levy, but the admin-
istration has always been bitterly op-
posed. Back in 1932 the Ways and Means
Committee recommended to the House
a manufacturers’ sales tax, based on the
successful Canadian system, but it was
overwhelmingly defeated. Since that
time the sales tax has never been able
to command the support of a majority
of the Ways and Means Committee, and
hence has not been included in any of
the more recent tax bills, nor in this one.
It has, however, been the subject of much
discussion,

The arguments which have been most
generally used against the sales tax are
that it falls heaviest on those with the
least income, and is deflationary in char-
acter, since it discourages consumption.
While it is perhaps true that the sales
tax is more burdensome to the poor than
to the well-to-do, this argument would
be more valid if the sales tax were the
only means of raising revenue for the
support of the Government. But as long
as it is employed in connection with pro-
gressive income taxes, the ability-to-pay
principle is preserved.

One difficulty about the Federal Gov-
ernment enacting a sales tax at this
late date, even if there had been no other
objection, is that the State has largely
preempted this field. Moreover, they
have varying rates and exemptions, and
varying methods of collection. For the
Federal Government at this time to im-
pose a sales tax with different rates and
exemptions, and a different method of
collection, probably would have caused
a great deal of confusion.

It has been estimated that it would re-
quire a retail sales tax of 10 percent,
without exemptions, to produce $5,000,-
000,000 of revenue., If food were ex=
empted, the yield of a 10 percent retail
sales tax would be only $3,000,000,000.
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Thus even if a sales tax were enacted,
the Treasury’s first proposal of $12,000,~
000,000, or even its request for $10,500,-
000,000, in additional revenue would have
come far from realization,

In this connection, I feel I ought to
make some reference to the fact that the
long-standing differences between the
administration and the Congress on tax
policy have made the task of the Ways
and Means Committee most difficult in
these already trying times. In recent
years, the Treasury has presented a de-
tailed tax program to Congress, and
when Congress has not seen fit to go
along the administration has used its
vast propaganda machine to try to over-
come congressional opposition. Con-
gress has been held up to scorn and ridi-
cule, and has been accused of shifting
the tax burden from corporations and
the wealthy to the backs of the masses.
Of course, we in Congress get used to
unfounded criticisms of this kind, but it
is not a very wholesome situation, and is
wholly unwarranted. In the first place,
the Treasury has no business having a
fixed tax program. It is the duty of the
House of Representatives, under the Con-
stitution, to originate revenue bills. The
executive branch is merely supposed to
administer the laws that Congress en-
acts. It is perfectly proper for the Sec-
retary of the Treasury to make recom-
mendations to Congress when requested,
but to my mind it is improper for the
Treasury to work out a tax program of
its own and then insist that Congress
enact it into law without regard to the
views of those who are to be taxed or
the judgment of the taxpaying public
as to what is for the best interest of the
country.

The founding fathers had a very def-
inite reason for placing the power to
initiate revenue bills in the House of
Representatives, whose members must
give an accounting of their stewardship
every two years. This important power
over the purse was purposely denied to
the executive branch. The attempt of
the latter to usurp the functions of Con-
gress in laying down tax policy is simply
a part of the general trend during the
last decade, and in my opinion it is high
time it was stopped.

I recall that in 1941, when the Ways
and Means Committee was considering
the $3,500,000,000 tax bill, we worked
under the apprehension that we were
inereasing the tax level from $9,500,000,-
000 to $13,000,000,000. The next year,
however, we found that it had actually
been raised to $18,000,000,000. Again
last year, when we were preparing the
$7,000,000,000 bill, we were given to un-
derstand that it would raise the tax level
to $25,000,000,000. Yet early this year,
the President informed us in his budget
message that the tax level had actually
been increased to $33,000,000,000.

The problem of Government financing
is one which will continue to plague the
Congress and the executive branch for
some time to come. As long as the war
lasts, we will doubtless be spending tens
of billions more annually than we can
possibly raise by taxation. In the mean-
time, the national debt will continue to
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pile up. When the national debt reaches
$300,000,000,000, as seems likely, the in-
terest burden alone will be as much as it
cost to pay the entire expenses of the
Government in the extravagant pre-war
period, without reference to any pro-
vision for the retirement of the prin-
cipal.

Following the last World War, we re-
tired the debt at the rate of $1,000,000,000
annually for 10 years, Then the depres-
sion put a stop to further curtailments.
Even if we are able to increase the amor-
tization rate to $3,000,000,000 annually
after the present war, it will take a hun-
dred years to pay off the debt.

When we contemplate that our post-
war Budget will have to provide a mini-
mum of perhaps ten billion for debt serv-
ice, it becomes apparent that we will
never see a reduction of the cost of gov-
ernment to anything like the pre-war
level, even comparable to that in the
heyday of New Deal extravagance. Be-
sides providing for debt service, we may
have to maintain a huge army, navy, and
air force to police the world, which will
cost many billions annually,. We will
have to provide hospitalization and dis-
ability compensation for the casualties
of the war. We will have to make huge
appropriations for post-war rehabilita-
tion. We will undoubtedly be called
upon to continue financial aid for post-
war recovery in other countries. All
these costs will be superimposed upon
the regular operating expenditures of
the Government, which seem inevitably
to increase year by year. I would not
venture to predict the exact size of our
post-war Budget, but I know it will be
staggering when compared to the pre-
war level,

At the present time our national in-
come is the highest in all history, yet
the most we have been able to raise in
Federal taxes has been forty-one bil-
lions. If the national income should
drop precipitately after the war, the
maintenance of our present high taxes
would not produce anything like forty-
one billions. In other words, we will
need to raise by taxation in the post-war
period enough to cover not only the high
level of expenditures which we may then
expect, but the amortization of the na-
tional debt as well. This is a problem
to put a strain on the ingenuity of our
best minds. It can best be solved by en-
deavoring to maintain national income
at a high level in the post-war period;
otherwise, the burden of taxation which
would be required to keep the post-war
Budgets in balance would be absolutely
crushing in its severity. Waste, extrava-
gance, and boondoggling must be
stopped. The tax outlook for the fu-
ture is not a very pleasant one fo con-
template.

I repeat that in order to minimize the
burden as much as possible, it is impera-
tive that every effort be made to elimi-
nate every dollar of wasteful and extrav-
agant spending. Heretofore, congres-
sional efforts at economy have centered
around nonmilitary spending. The
time has now come to scrutinize more
and more carefully the huge appropria-
tions being made for war purposes, Of
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the more than three hundred billions al-
ready authorized by Congress, only one-
third has actually been spent. If it
should be found that only 10 percent of
the total appropriations were unneces-
sary, a saving of thirty-three billions
could be made. After the last World
War it was found that a consider-
able portion of the funds appropriated
had actually been wasted, and there is
no reason to believe that the present war
will be an exception. The congressional
economy committee, headed by Senator
Bynrp, which is largely responsible for the
economies in Federal spending already
effected, has accomplished much in this
respect without in any way interfering
with the war effort. To the extent that
economies in military spending are pos-
sible, the task of financing the war is
simplified.

Mr, ROWE. Mr. Chairman, will the
gentleman yield?

Mr. REED of New York. I yield to the
gentleman from Ohio.

Mr. ROWE. I notice in today’s paper
that Under Secretary of War Patterson
makes the statement that where military
affairs are concerned they do not consid-
er the cost in connection with the Canol
project for oil up in Canada. That $17,-
000,000 is a part of the $13,000,000,000 to
which the gentleman referred, that is to
be returned or that will not be used?

Mr. REED of New York., As I under-
stand, the $13,000,000,000 up to this time
perhaps cannot be construed strictly and
legally as a saving, because it is still
there to be spent or distributed around
to the diffierent departments to spend as
they see fit. What the Congress ought
to do, if that be true, is to pass a resolu-
tion that the $13,000,000,000 and any
other money the departments save or
fail to spend, or that is unnecessary for
the prosecution of the war, should be
turned back to the Treasury, and then
if they need any of that money later,
they should come before the Congress
or the proper committee of Congress and
make their case, and another appropri-
ation can be made to take care of it.

Mr. ROWE. Do I understand, now,
that the $13,000,000,000 of formerly com=
mitted dollars is now reserve dollars?

Mr. REED of New York. Yes.

Mr. ROWE, I note further in today’s
paper that the Secretary of the Treasury
proposes a $10,000,000,000 post-war bank,
Is there anything in this tax bill being
considered today in the way of funds
to be contributed in that direction?

Mr. REED of New York. No: there is
nothing that has anything to do with
that. We will hear all about that later
in the session,

Mr. CASE. Mr, Chairman, will the
gentleman yield?

Mr. REED of New York. Iyield tothe
gentleman from South Dakota.

Mr, CASE. In regard to the $13,000,~
000,000, the War Department budget offi-
cer, General Richards, was prepared to
say to us when we had our hearing on
this matter that they would set over to
the Budget Bureau approximately $10,-
800,000,000 that would be in a budget re-
serve, to be drawn only by permission of
the Budget Bureau. ,
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In the hearings we conducted last week
for some 3 days we went into the total
field of expenditures further, and as a
result of that they agreed to set over to
the budget reserve an additional $2,200,-
000,000, However, some of us were not
satisfled that that should stay exactly
in the status of a budget reserve without
some control-of it by Congress, so we
exacted from the budget officer of the
War Department and the several heads
of the branches of the War Department
who appeared before us the explicit state-
ment—and it is a part of the record testi-
mony on the subject—that none of the
$13,000,000,600 will be removed from the
budget -eserve in any amount without
coming to the War Department subcom-
mittee of the Committee on Appropria-
tions and also getting the sanction of that
committee.

I may say that that was a concession
that was won by the committee on the
express statement made in the commit-
tee that without some such reservation
some of us would feel ohligated to intro-
duce the very type of resolution the
gentleman from New York suggests. It
will be understood, of course, that appro-
priation expires June 30, 1944, and the
unspent funds automatically revert to the
Treasury.

Mr. MICHENER. Mr. Chairman, will
the gentleman yield?

Mr. REED of New York. I yield to the
gentleman from Michigan,

Mr. MICHENER. I do not believe the
statement made by the gentleman from
South Dakota justifies no affirmative
action on the part of the Congress. It
is possibilities, not probabilities, that
should be taken care of by law by
Congress. "

Mr. REED of New York. I concur 100
percent with the gentleman from Mich-
igan for this reason: I believe that every
dollar that is spent by this Government
should be first appropriated and ap-
proved by this Congress.

Mr. MICHENER. If that money was
not used for the purpose for which it
was appropriated by the Congress, then
it is entirely wrong te have that money
transferred to the control of the Budget
Bureau or any other bureau to be used
if and when some individual in the
Department might see fit to use it, If
the money has not been expended for
the purposes for which it was appropri-
ated then it should revert to the Treas-
ury.

Mr. REED of New York. The gentle-
man is absolutely right.

Mr. CASE. I think this is a matter
that does concern the Congress and that
a frank statement on it should be made.
I happened to raise in the committee
the same question the gentleman from
New York asked, whether or not the
committee should not take action to have
that money revert to the Treasury.
There was some support for it. I felt
that way about it myself. However, the
pledge to come back to the committee
was not made merely as a matter of
somebody’s opinion, it is a matter of tes-
timony, a matter of record, that before

any part of that $13,000,000,000 will be

spent the Committee on Appropriations
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will ke consulted. The budget officer of
the War Department, General Richards,
Secretary Patterson, and General Mc-
Narney, the Assistant Chief of Staff, all
gave their solemn testimony that that
money would not be expended without
caming before the Committee on Appro-
priations and asking for it again.

Mr. MICHENER. If that is true, the
proper way to do it would be to have
action by Congress rather than to accept
the promise of Department representa-
tives to a subcommittee.

Mr. REED of New York. Absolutely,
and not only in writing but make it a
resolution of Congress.

Mr. CASE. It isin writing as a mat-
ter of record before the committee.
Although much of the testimony before
us was of a military nature and off the
record, this matter is a part of the
record.

Mr. REED of New York. I donotcare
anything about the testimony.

Mr, CASE. Further, there are some
items in that $13,000,000,000 which it
might be important to have available
relating to the reduction in certain proj-
ects which are related to military strat-
egy. If we had insisted upon getting
that resolution, if I and cioe or two
others who supported me in the matter
had insisted on getting the resolution,
we would not have been able to have
impounded as much as $13,000,000,000.

Mr. REED of New York. Congress
can impound whatever portion of the
$13,000,000,000 it deems wise.

Mr. MICHENER. Would it not be
better to impound it and know what we
have impounded rather than to transfer
to some agency or bureau $13,000,000,000
to be used if, when, and how the bureau
might see fit?

Mr. CASE., It is impounded. It is
not left to the Budget Bureau alone.

Mr. MICHENER. Itisnotimpounded
by law, yet Congress has apparently lost
control over it. That is what I am con-
cerned about.

Mr. CASE. The Congress, through the
Appropriations Committee, has recap-
tured control of $13,000,000,000 over
which it did not have control.

Mr. MICHENER. The Appropria-
tions Committee has no authority to re-
capture any of this money. At most it
can leave only a promise.

Miss SUMNER of Illinois. Mr. Chair-
man, will the gentleman yield?

Mr. REED of New York. I yield to the
gentlewoman from Illinois.

Miss SUMNER of Illinois. I notice
here that the individual income tax in-
creases are going to bring in $154,800,-
000.

Mr. REED of New York. The reason
for the increase is that the normal tax
had to be increased to implement what
is now known as the Victorytax. It dces
pick up a little revenue, but it is very
slight.

Miss SUMMER of Illinois, It seems to
me you are doing a very serious thing
here, for two reasons. First, we passed
a bill yesterday with scarcely enough
votes to override a veto—and we may not
have enough votes to override it when it
comes back—a bill to give $1,000,000,000
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worth of subsidies chiefly for the purpose
of subsidizing the consumer grocery bills
of the white-collar class, which is the
very class you attack. Here you are in
a war situation where you need this
managerial and white-collar class. You
ought to keep up their salaries. And you
bring in this decrease. It seems to me
that is entirely inconsistent with our idea
of profit and the means of getting things
done,

Mr. REED of New York. When you
look at the whole picture, in order to get
rid of this very objectionable Victory
tax it had to be worked out on a math-
ematical basis. It does bring in a little
revenue, but it is not of great conse-
quence to the general run of taxpayers,
ih view of the $6,500,000,000 which the
Treasury sought to put on individuals.

Miss SUMNER of Illinois, Do you
mean to say these increases make no dif-
ference to you personally, but .will just
replace the Victory tax?

Mr. REED of New York., That is true,
just to replace the Victory tax.

Mr. CARLSON of Kansas, Will the
gentleman yield?

Mr. REED of New York. I yield for
a question.
Mr. CARLSON of Eansas. We did re-

peal the earned-income credit, which
w_ did to simplify the tax system, and
that does increase taxes somewhat. And
also we removed the deductions from
taxes and excises from personal income,
That is where we picked it up.

Mr. REED of New York. To answer
the lady from Illinois a little further, you
must recall the President wanted to in-
crease individual income taxes five times
that amount. He wanted, as I have said,
to put on $6,500,000,000 additional to the
tax load of individuals, which would have
hit the white-collar people. When Mr.
Eccles, of the Federal Reserve, appeared
before our committee his proposal was
$16,000,000,000 increase in taxes. We are
now showing a retrenchment of $13,-
000,000,000, provided it can be returned
to the general fund of the Treasury.
How many more billions of dollars the
spendthrifts are pouring into rat holes
right now is to be ascertained by future
investigation.

Mr. HINSHAW. Will the gentleman
yield?

Mr. REED of New York. Yes.

Mr. HINSHAW. I would like to know
from the gentleman from South Dakota
[Mr. Casel whether or not the Army
came in voluntarily and disgorged the
$13,000,000,000, or -vhether it~ was
dragged out of them.

Mr. CASE., The true credit for the sav-
ings should go to the boys in Africa and
Italy, in Alaska and Australia who have
made these savings possible. The credit
for the mechanics of the saving should
probably be divided between the War De-
partment, the budget officer of the Gen-
eral Staff, Brigadier General Richards,
and the committee. The War Depart-
ment came  in in response to a letter
which the chairman of the committee
wrote for the committee last summer .
shortly after the recess, The letter was
predicated upon the reduction in the
armed forces. As the gentleman knows,
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at the time the War Department appro-
priation bill was prepared last May, it
was planned to have an army of 8,260,000
men at the end of the fiscal year. Sub-
sequently plans were curtailed so that we
currently plan an army of 7,700,000 men,
That reduction of 560,000 men automati-
cally suggested to the committee and to
the chairman of the committee the pos-
sibility of some saving, not merely in the
pay of those soldiers, but in the equip-
ment and matériel that would be pro-
vided for them, That particular phase
was responsible for about $2,000,000,000
in the money that is recaptured. That
led, however, to a further investigation of
the appropriations made last June on
the basis of the changed military situa-
tion, the improvement of the situation
at sea with the conquering of the subma-
rines or at least a reduction of their
effectiveness, with the result that when
the War Department made its report to
us a week ago they proposed impounding
$10,943,000,000. That was increased by
$2,200,000,000 to a total of $13,100,000,000
as a result of the hearings the commit-
tee conducted last week.

Mr. HINSHAW. Does not the gentle-
man think the War Department is to be
complimented for bringing in that
money?

Mr. CASE. Yes; I do.

Mr. MONRONEY, Will the gentle-
man yield?

Mr. REED of New York, I yield.

Mr. MONRONEY. The gentleman
from New York is one of the most dis-
tinguished and scholarly members on
the minority side of the Ways and Means
Committee.

Mr. REED of New York.
to plead not guilty, sir.

Mr. MONRONEY. I would like to ask
him if when this tax bill, which we are
passing without prolonged debate today,
comes back from the Senate, should they
have a freeze of the social-security tax
raised in there; will we be forced to vote
for that in a conference report? I would
like to see what the sentiment is in the
Ways and Means Committee.

Mr. REED of New York. I cannot
exoress the sentiment of the Ways and
Means Committee as I have not the pow-
er of divination to know what the Senate
Finance Committee may do. I under-
stand that some of the most distin-
guished men in the other body are in
favor, of course, of freezing the tax where
it is, and whether they will attempt to
put it in this bill I do not know. I wish
I could inform the gentleman. I can
speak only for myself, so far as that is
concerned, but from all the evidence I
have been able to examine as to the
amount of reserve that has been built
up and the necessity to accomplish that
function at this time, there is no reason
for building up a larger reserve. All it
does is to print bonds and to put those
in a box and go out and spend the money.
I think it is better to leave the money
in the banks.

Mr, MONRONEY. The gentleman
does not mean we should be given a ques-
tion of this great import on a conference
report to study, does he?

I will have
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Mr. REED of New York. As I say, I
cannot speak for the majority of the
Ways and Means Committee. I do not
want to attempt to speak for the minor-
ity on that question. Just what the situ-
ation might be at the time, whether it is
necessary to do it or bring it in, I do not
know. I do not like to see a tax bill
muddied with a big question of that
character, I am not in control of it.

Mr. MONRONEY. Ifseems tome that
would be very bad legislative procedure.
That would not give the House a chance
to express its true views on this and leg-
islate as we should on a matter of that
importance.

Mr. REED of New York. It would not
be the first time that another matter is
attached to a tax bill.

Mr. ELLSWORTH. Will the gentle-
man yield?

Mr. REED of New York. Yes.

Mr. ELLSWORTH. I would like, be-
fore this bill passes, to make inquiry
regarding the 3 percent tax on freight
transportation. I come from the far
West and that tax being on a percentage
basis rather than a unit basis acts as a
tariff barrier on certain of our products.

Mr. REED of New York. That is per-
fectly natural. I am not criticizing any-
body for it, but I have yet to find any-
body who is truly fond of taxes. If you
had sat day after day listening to people
who appeared before us—fine, splendid,
patriotic people, some representing cor-
porations and some partnerships and
some individuals—I think if you will
examine the testimony you will find, in
nearly every instance, each of those who
came before us and they said, “We know
you must have money and we are in
favor of taxes. We feel, however, that
we are taxed for all that we can afford
to pay.” Now, as a matter of fact, con-
sidering the demand of one department
for $16,000,000,000 and another depart-
ment for $12,000,000,000 and another one
for $10,500,000,000, I think that after all
the people must realize that this is a
rather modest demand, even with your
transportation tax. I would like, of
course, to see many items in the tax
bill removed.

Mr. ELLSWORTH. Possibly I should
explain my comment. The objection
that I hold, and I think the one that is
held by the people out there, is not an
objection to paying a tax but it is an
objection to the basis on which the tax
is levied. Take, for example, lumber;
the 3 percent tax on the lumber we ship
amounts to an average of about 60 cents
per thousand feet. The lumber freight
tax from competitive areas is much less.
The freight tax should be on a unit
basis—not percentage.

Mr. REED of New York. I can see
your point and I do not blame you for
raising it. -

Mr. ELLSWORTH. I just wanted to
make it clear that it is not the amount
of the tax. That is not the point in-
volved.

Mr. REED of New York, I under-
stand.

The CHAIRMAN. The time of the
gentleman from New York [Mr. REep]
has expired.
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Mr. ENUTSON. Mr, Chairman, I yield
such time as he may desire to the gentle-
man from Michigan [Mr. WoODRUFF].

Mr. WOODRUFF of Michigan. Mr.
Chairman, the Ways and Means Com-
mittee, because of its refusal to provide
additional revenue of ten and a half bil-
lions of dollars in the bill we have before
us, has been editorially castigated by cer-
tain editors of the metropolitan press.
Ordinarily, editors of such publications
are well informed and their opinions are
worthy of consideration by the public.
However, in this instance, the ones to
whom I refer apparently are yielding to
the importunities of the Secretary of the
Treasury and other members of the ad-
ministration, and doing so without
knowledge of many facts which this ad-
ministration is concealing from the pub-
lic, and which cannot be justified upon
any grounds whatsoever. I believe it is
almost unanimously agreed that when
our soldiers and sailors are fighting on
battle fronts all over the world, when we
also are providing money, food, and all
types of military supplies to our allies,
that every expenditure of the Govern-
ment should be closely and critically
scanned by the Congress, and that ap-
propriations should be provided only for
those things which are directly needed
to bring victory to our arms at the ear-
liest possible moment.

We all have been hearing stories com-
ing from Central and South Ameri-
can republics, as well as other parts of
the world, to the effect that those coun-
tries are being overrun with agents of
this Government who are committing
our people to expenditures of money to
an extent that will shock the people of
this country when the facts are known.
Confirmation of this statement can be
had if the Appropriations Committee will
force from the proper officials a detailed
account of what these agents of the Gov-
ernment are doing in those countries,
and to what they are committing the
taxpayers of this Nation.

Mr. Chairman, the Congress approved
the original Lend-Lease Act. It has since
renewed the act for an additional 2 years.
This law gives to the President of the
United States the authority to spend the
billions provided under the law in any
way he sees fit, if in his opinion, such
expenditure will contribute to our na-
tional defense. This is the only restric-
tion placed upon the Chief Executive in
this regard. I voted against the orig-
inal Lend-Lease Act and against its ex-
tension. I voted against appropriations
under the act. I did so because I did not
believe the President was careful enough
of the taxpayers’ money to justify giving
him this power., Subsequenteventshave
confirmed my opinion. Certainly when
Congress approved the legislation and
the more than $70,000,000,000 which have
been either directly appropriated for,
allocated to the lend-lease fund through
Executive order, or expended for ships
and arms which have been contributed
or made available to our allies and other
nations, it naturally expected that the
President would make expenditures from
this fund only for purposes which would
directly and substantially contribute to
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the winning of this war. I believe nei-
ther the Congress nor the country would
have given any measure of approval to
this act if it had been known that the
“money, which we must borrow on the
credit of the taxpayers for this purpose,
and which the taxpayers must eventu-
ally dig down in their pockets to pay, to-
gether with the interest thereon, until
those debts are finally retired, if they had
had the slightest suspicion that this
Government would establish W. P. A.
projects and other boondoggling activi-
ties all over Central and South America,
and probably all over other sections of
the world also.

How many Members of this House, for
instance, know that we are now com-
mitted to spending in the next 3 years in
Central and South American republics
$6,000,000,000 for every imaginable thing,
not one of which will in the slightest
degree contribute to the early success of
cour arms and bring peace to this world?
Mr. Chairman, one million dollars is a
huge sum of money. The human mind
just cannet conceive the magnitude of
six thousand millions, which is the
amount involved in this program in a
comparatively small part of the world.
What other programs of like character
elsewhere there are is yet to be dis-
closed. How many Members of the
House know that the national budgets
of the 20 Central and South American
republics in 1841 totaled only $1,067,-
000,000, or approximately one-sixth of
the amount we propose to spend there in
3 years? One Latin American edifor
said, “$6,000,000,000! There are 120,-
000,000 people in Latin America. That
is $50 apiece. If our friendship weré
actually for sale, $50 would not be
enough; but if we would sell it, $50
would be too much.” It is known
that we have set up in Latin America
W.P.As, N, Y, A’s, and F, S. A’s, and
the spending of this six billions is in the
hands of a number of agencies of the
United States Government. If is under-
stood there are more than 12,000 proj-
ects of different types. For example, this
money is being spent to stock the streams
and lakes of Venezuela with game fish.
Right now there is a fishery mission in
Mexico. We paid for a fish survey in the
ocean adjacent to Panama. We are
financing the preparation of a handbook
of South American Indians. Also, a
Guide to Official Publications of Latin
America, a Law Guide, and Central
American Legal Studies. We are paying
for a survey of collections of Latin
American music. All these and thou-
sands of other projects of various de-
grees of usefulness.

Mr. Chairman, I am indebted to the
distinguished Senator from Nebraska,
the Honorable HucH BurtLER, for the
information I am discussing.

Mr. CURTIS. Mr. Chairman, will the
gentleman yield?

Mr. WOODRUFF of Michigan. I yield.

Mr. CURTIS. I think it should be

mentioned that the Senator will file a
very lengthy and detailed report in the
Senate in a day or two, and the entire
expense of this trip covering some 20,000
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miles did not cost the taxpayers any-
thing, and was undertaken by the Sen-
ator individually.

Mr. WOODRUFF of Michigan. I am
very happy to have that information
injected into my remarks. I hope every
Member of the House, and certainly
every Member of the Senate will care-
fully scrutinize the report that the Sen-
ator will file with that body. I am sure
we will all find it highly enlightening,

This splendid public official traveled
20,000 miles in the countries to the south
of us at his own expense, as the gentle-
man from MNebraska says, and while
there gathered information which should
be in the possession of every citizen of
the United States. In an article in the
December issue of the Reader's Digest,
the Senator has disclosed the fantastic
lengths to which the Roosevelt admin-
istration would go in taxing our people
and spending their hard-earned money
in the far corners of the world.

To those who criticize the Ways and
Means Committee for refusing to pile
upon the already overburdened taxpay-
ers of this country an additional $10,-
500,000,000 tax at this time, while things
such as I have disclosed, together with
all the other things which Senator Burt-
LER has described, as well as the probable

*similar activities the administration is

engaging in all over the world, I com-
mend a careful reading of the splendid
article by the distinguished Senator from
Nebraska.

Certainly, Mr. Chairman, something
should be done about such fantastic ex-
penditures.

Mr. CURTIS. Will the gentleman
yield further?

Mr. WOODRUFF of Michigan. I yield.

Mr. CURTIS. That article was placed
in the Appendix of the REcorb.

Mr. WOODRUFF of Michigan. I
thank the gentleman.

Certainly Congress should promptly
amend the Lend-Lease Act and take
from the President the power e now
has which he is so shamefully abusing,
and place that power in the hands of
some agency not as profligate in spend-
ing the taxpayers’ money as the Fresi-
dent has proved himself to be. I com-
mend my remarks and Senator BUTLER'S
splendid article to the Foreign Affairs
Committee of this House, and appeal to
that committee to report an amendment
to the act which will accomplish this.
Further, I commend to the Appropria-
tions Committee that when the next
appropriations bill comes from that com-
mittee, they recover to the Treasury the
billions still available in the lend-lease
fund, and that hereafter when addi-
tional billions are requested, that the
members of the committee secure from
the spending authority an itemized ac-
count of the things for which the spend-
ers propose to use the fund, eliminate
every item that cannot be fully justified,
and then hold that authority to strict
account for its expenditures. Further,
there should be, there must be, some
check put upon all reckless, wasteful,
fantastic spending of the public moneys.
If from the very beginning of the present
world emergency we had limited our
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expenditures to only those things which
were absolutely necessary for the civil
administration and the prosecution of
the war, even then the public debt would
have been far greater than could at the
time have been conceived. As it is, God
alone knows how many additional bil-
lions of debt have been heaped upon our
people, and how many additional gen=-
erations will be taxed in order to pay the
increased debt engendered by such ac-
tivities. Certainly, Mr. Chairman, those
responsible for this policy must have
been afllicted with visions of grandeur
or they are determined to wreck this
Republic. How else can we account for
the utter disregard of the welfare of our
tax-paying public?

Mr. Chairman, had our critical editors
been informed as they should have been,
had proper publicity been given to the
crack-brained policy of a world-wide
program of boondoggling and W. P. A.,
they would have directed their shafts of
criticism at those responsible and in that
way have contributed to some degree to
a return of sanity in the expenditure of
the tax and borrowed money.

The conditions I have discussed, to-
gether with the surrender to the Treas-
ury of the thirteen billions which the War
Department turned back the other day,
point the way to save other and greater
amounts by recovering to the control of
the Appropriations Committee the unex-
pended balance in the lend-lease fund.
‘When this has been done we will find we,
by that process, will have reduced our
expenditures to the point where no
greater taxes upon our people will be
necessary, and that the pending bill pro-
vides a sufficient amount of money at
this time,

Mr, Chairman, in order that the Mem-
bers may have all the facts presented
by the distinguished Senator from Ne-
braska, I suggest they read the article
in the current issue of the Reader’s Di-
gest heretofore referred to, a reprinting
of which appears on page A5073 of the
Appendix of the RECORD.

Mr. LEWIS of Ohio. Mr. Chairman,
will the gentleman yield? ;

Mr. WOODRUFF of Michigan. I yield.

Mr. LEWIS of Ohio. I would like to
ask the gentleman how we can justify
levying additional taxes upon the people
of this country at this time in face of the
things the gentleman has just related
and as contained in Senator BuUTLER'S
report?

Mr. WOODRUFF of Michigan. There
would be no possible justification for
levying greater taxes upon the people of
this country at this time than the taxes
incorporated in the present hill, I will
say to the gentleman from Ohio.

Mr. LEWIS of Ohio. How can we jus-
tify the taxes incorporated in the present
bill in the face of it?

Mr. WOODRUFF of Michigan. I am
frank to say that in view of the disclo-
sures made by the Senator from Ne-
braska, which came to my attention only
today, I am somewhat in doubt myself
as to the advisability of it.

Mr. ROWE. Mr, Chairman, will the
gentleman yield?

Mr., WOODRUFF of Michigan, I yield,
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Mr. ROWE. Is it not a fact that the
tax bill is to pay the accrual of the debt
that has been caused by the very extrav-
agance to which you are referring?

Mr. WOODRUFF of Michigan. There
is not any question about it.

The CHAIRMAN. The time of the
gentleman from Michigan has expired.

Mr. DOUGHTON, Mr. Chairman, I
yield 20 minutes to the gentleman from
Oklahoma [Mr. DISNEY].

Mr., DISNEY. Mr. Chairman, I ask
unanimous consent to revise and extend
my remarks and to include therein the
individual views I filed in the report on
this bill.

The CHAIRMAN. Without objection,
it is so ordered.

There was no objection.

INDIVIDUAL VIEWS OF REPRESENTATIVE WESLEY
E. DisNEY

In recent years there has been much dis-
cussion of economy in government. Im=-
portant economies have been accomplished.
The present bill provides no legislative means
of operation to improve the governmental
machinery in the direction of economy. Up
to the time of the War between the States,
the Ways and Means Committee was the tax-
raising and money-spending committee of
the House. It levied the taxes and took the
appropriation bills to the House. At that
time the Appropriations Committee was
created, and since then each committee has
gone its way. The Ways and Means Com-
mittee has been the revenue committee of
the House and the Appropriations Committee
has presented the appropriations bills to the
House. Neither had had power or jurisdic-
tion over the other.

In the legislative branch of the Government
there is no committee or organization which
deals with the subject matter of the over-all
budget or the over-all revenues. The Bureau
of the Budget, now in the arm of the execu-
tive branch, performs this function that is
entirely separate and apart from the Con-
gress. The Comptroller General in the main
looks to the legality of expenditures,

It is therefore necessary for a Member
of Congress, if he desires to get the over-all
picture of expenditures and receipts, to go to
the Bureau of the Budget, which has no leg-
islative authority. Under the rules, pro-
cedure, and traditions of both Houses, the
Ways and Means Committee and the House
Appropriations Committee are independent
of each other on this subject, as are the Sen=
ate Finance Committee (the revenue com=-
mittee of the Senate) and the Senate Appro-
priations Committee.

I proposed in the Ways and Means Com-
mittee a provision to be inserted in instant
H. R. 3687, which would require the President
to furnish the Congress an estimate of ex-
penses to be furnished to a newly created
Joint Committee on the Budget, composed
of five members of the Ways and Means
Committee, five from the House Appropria-
tions Committee, five from the Senate Fi-
nance Committee, and five from the Senate
Appropriations Commiftee. This committee
would be required to make a joint report to
the two Houses, which, upon the adoption by
each House, would create a statutory ceiling
for appropriations for each department or
establishment of the Government. This stat-
utory celling could not be exceeded except by
two-thirds of the votes of each House on a
yea-and-nay vote, and any individual Mem-
ber could raise the question on a point of
order.

As a part of these views the provision is
offered as follows:
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TITLE II—BUDGET AND REVENUE CONTROL
Part 1

1. The President shall transmit to the two
Houses of Congress, on or before June 1 of
each year, a report showing:

(a) His estimate of the total revenues and
receipts of the Government for the calendar
year next succeeding.

(b) His estimate of the total of the ex-
penditures by departments and independent
establishments of the Government under
cbligations to be incurred during the fiscal
year beginning on the 1st of July of the
calendar year next succeeding.

{c) If the total of his estimates of expendl-
tures under (b) exceed the total of his esti-
mates of revenues and receipts under (a), he
ghall recommend to the Congress in said
report the manner in which the revenues and
receipts shall be increased so that the total
of such revenues and receipts, as estimated,
shall equal or exceed the total of the obliga-
tions, as estimated.

(d) Upon receipt of said report from the
President, it shall be referred forthwith to
the Joint Committee on the Budget created
by part 2 hereof, and such reference by either
body to such joint committee shall confer
jurisdiction to consider and report as pro-
vided in part 2 hereof.

Part 2

This part is enacted by the Congress, with
complete reservation of the constitutional
rights of each House thereof, as follows:

(a) There is hereby created a joint com-
mittee of Congress to be known as the Joint
Committee on the Budget, hereinafter re-
ferred to as the Budget Committee. The
Budget Committee shall consist of 10 Mem-
bers of the SBenate, to be appointed by the
President of the Senate (consisting of 3
members of the majority party and 2 mem-
bers of the minority party from each of the
Committees on Appropriations and Finance);
and 10 Members of the House, to be appointed
by the Speaker of the House (consisting of 3
members of the majority party and 2 mem-
bers of the minority party from each of the
Committees on Appropriations and Ways and
Means). The chairman shall be designated
by the Speaker of the House.

(b) On or before June 15 of each year,
following the transmission of the President's
report as herein provided, the Budget Com-
mittee shall report its recommendations
thereon to the respective Houses of Congress.
Such report shall be accompanied by a joint
resolution or bill with the customary re-
egolving or enacting clause and the body
thereof in following form: -

“That the Budget submitted by the Presi-
dent for the fiscal year beginning July 1 of
the calendar year next succeeding, shall not
exceed a grand total, for all purposes of

,,,,,,,,, The sald total sum shall include
all appropriations of every kind whatscever—
regular, annual appropriations, permanent
appropriations, reappropriations, indefinite
appropriations, and authorizations to con-
tract or commit, the amount for which, if
indefinite, shall be estimated.”

The total of the estimated appropriations
for each department or establishment shall
constitute the statutory ceiling of appropria-
tions for such department or establishment.

(c) Consideration of the report of the
Budget Committee shall be first on the part
of the House. i

(d) If the Budget Committee fails to make
a report within the time specified herein, it
ghall be in order for any Member of the
House to present the resolution or bill set
forth in (b) hereof and to call up the same
for consideration at the earliest date; if sald
resolution or bill has not been considered, it
ghall after 8 days be considered as unfinished
business of the highest privilege.

(e) Consideration of sald resclution or hill
ghall not exceed 10 hours in either House, the
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control of which shall be equally divided in
either House among the chairmen and rank-
ing minority members of the two committees
of each of such Houses from which the mem-
bers of the Budget Committee are chosen,
Upon completion of consideration the reso-
lution or bill shall be moved to final passage
with no intervening motion, except that
amendments may be offered to change, with-
out qualification, the total amount.

(f) Upon passage by the House, the resolu-
tlon or bill shall be transmitted forthwith
to the Senate, where 1t shall be considered at
the earliest date and after 3 calendar days
shall be considered unfinished business of the
highest privilege.

(g) Conslderation by either House of Sen-
ate amendments to such bill or resolution,
or of conference reports thereon, shall like=-
wise be of the highest privilege.

(h) Whenever any appropriation bill for
any department or other establishment, the
ceiling for whose total appropriation is fixed
pursuant to this act, reaches a final vote In
either House, if the total of such bill when
moved to final passage is In excess of such
ceiling, each such vote shall be by yeas and
nays, and shall require a two-thirds vote for
passage. If the bill shall have failed to re-
ceive a two-thirds vote, it shall be considered
as having been recommitted with Instruc=-
tions to report the same back with each item
proportionately reduced, to bring the total of
the bill within the statutory ceiling.

(1) Whenever any appropriation bill for
any department or other establishment, the
cejling for whose total appropriation is fixed
pursuant to this act, has passed the Senate
with Senate amendments the net total of
which will increase or further increase the
total of such bill above such statutory ceiling,
concurrence in the amendments to the extent
which Increases the total of the bill above the
statutory ceiling, or adoption of any confer=
ence report the net effect of which is to in-
crease or further increase the total of such
bill above the statutory ceiling, shall require
a two-thirds vote.

In my judgment, it is unfortunate that this
provision was not adopted as a part of H. R.
8687. It would be a special move in the direc«
tion of governmental economy. Our appro
priations have risen since 1913 from $700,000,-
000, when we had a population of 90,000,000,
to nearly $8,000,000,000 in 1940, when our
population had only increased to 130,000,000,
In my judgment, our economy cannot con-
tinue to function with such tremendous in=
creases in expenditures and consequent high
rates of taxes,

WEesLEY E, DISNEY,

Mr, DISNEY, Mr, Chairman, while we
are tossing these dollar marks around
this afternoon, we must remember that
every dollar that is spent goes across
these desks and somebody here has to
vote for it. There is one certain way
to cure the bureaucrat and that is to cut
off his money. Nobody can cut off his
money but Congress. So, after we get
through with our tirades against the
bureaucrats, remember that we furnish
them the money.

I shall confine my remarks on the hill
to the provisions relating to renegotia-
tion of war contracts, but, first, let me
talk a little bit on the subject of expense,
since the subject matter has bheen
brought up here by so many Members.

At the beginning of the First World
War we had a public debt of $1,282,-
000,000. We ended the First World War
with a debt of $26,500,000,000. We began
this World War with a public debt of
$65,000,000,000; and this Congress has
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appropriated since July 1, 1941, $345,-
000,000,000 of which $285,000,000,000 has
been obligated. I made a proposal be-
fore the committee, and I am sorry it
was not adopted. It was to create an
over-all budget committee. Up to the
War between the States the Ways and
Means Committee acted as appropria-
tions committee and as a revenue-rais-
ing committee. Then it was divided and
the Appropriations Committee come into
existence. There is no committee of
Congress whose duty it is to keep the
Congress advised of the over-all picture
as to revenues and appropriations. The
Congressmen must seek that informa-
tion downtown at the Bureau of the
Budget.

My proposal was for the creation of a
committee of 20 members composed of
members of the Ways and Means Com-
mittee and Appropriations Committee of
the House, and the Finance Committee
and the Appropriations Committtee of
the Senate. The duty of this commit-
tee would be to prepare an over-all budget
and submit it to the two Houses. Upon
adoption by the two Houses no appro-
priation could exceed that ceiling except
upon a two-thirds vote of the member-
ship and upon the yeas and nays. To
me that would implement economy in-
stead of treating economy like tl e weath-
er, simply talking about it but doing
nothing about it.

Mr. Chairman, the provisions of this
bill dealing with renegotiation of war
contracts involve many difficult prob-
lems. The existing law on renegotiation
is somewhat of a legislative botch be-
cause of the stress of circumstances.

You will recall that the present law on
renegotiation of war contracts had its
origir in an amendment proposed by the
gentleman from South Dakota [Mr. Casgl
to the sixth supplemental national de-
fense appropriation bill of 1942. The
amendment provided that funds under
the bill should not be available to pay
contractors with the Government any
profits on their contracts in excess of 6
percent. The amendment was adopted
by the House but in the Senate it was
stricken from the bill and an amend-
ment offered by the Senator from Ten-
nessee [Mr. McKEeLLar] substituted for
it. The final provisions for the renego-
tiation of war contracts, which were con-
tained in section 403 of the sixth supple-
mental national defense appropriation
bill of 1942, were those recommended in
the conference report on the bill.

Note that at no stage of the legisla-
tion up to and including the date of its
enactiment were any" public hearings
held. The very fact that it was written
in conference indicates that it was done
hurriedly. As early as August of 1942,
a mere 3 months after its enactment, it
became apparent that certain adminis-
trative amendments were necessary, and
such amendments were recommended by
representatives of the War Department,
the Navy Department, and the Mari-
time Commission in connection with the
consideration of the revenue bill of 1942
by the Committec on Finance of the
Senate. The recommendations were

followed by the committee, adopted by
the Senate and recommended in the con-
ference report on the revenue bill of 1942,
The managers on the part of the House,
however, while realizing that the amend-
ments proposed were necessary and de-
sirable, were also convinced that further
amendments would not be necessary, for
in their statement to the House they
said:

The committee of conference does not feel
that the amendments which are made by the
bill to the renegotiation law contain all the
changes and improvements which it might
be desirable to make. No attemp* has been
made to study and reexamine all the pos-
sible methods for dealing with excessive
profits realized on war contracts. The bill
merely ettempts to remove some of the mare
pressing objections to the present law and to
make the law administratively workable. It
is anticipated that the Ways and Means
Committee will study section 403 in con-
nection with matters now pending before the
crmmittte with an eye to a more general re-
vision than is contained in the 1942 revenue

‘bill.

A more general revision than that
contaired in the 1942 tax bill should have
been epproved last year but time and
the legislative situation did not admit
of it. We hoped to get into it the 1st
of last January almost immediately fol-
lowing the 1942 hill but we were not able
to.

Last June, as a result of the many
complaints and criticisms of the law,
hearings on renegotiation were initiated
by the Committee on Naval Affairs un-
der its authority to investigate the prog-
ress. of the war effort insofar as the
Navy was concerned, and in the same
month a subcommittee of the Commit-
tee on Ways and Means was appointed
to go into the whole problem of renego-
tiation of war contracts and make rec-
ommenrdations to the full committee.
In the meantime the chairman of the
Committee on Ways and Means at the
request of the interested departments
and agencies introduced a bill to in-
crease the exemption limit from $100,000
to $500,000. This was the only amend-
ment recommended by the departments.

Hearings on amendments to the renego- %

tiation law were held by the full com-
mittee beginning in September and ex-
tending over a period of 2 weeks. Short-
ly therzafter the Committee on Naval
Affairs made certain recommendations
in the form of a report which was made
available to the Committee on Ways and
Means.

Since the First World War everyone
has discussed the subject of taking the
profits out of war; we are all agreed on
that subject, that no inordinate, undue
profit should be made out of any war
effort, and in this bill by these amend-
ments we adhere to that principle.

I think paramount to that principle,
however, should be the making certain
that when this war is over men return-
ing from the service may have jobs.
We cannot cut into profits too deeply
and by doing so prevent the accumula-
tion of the reserves which will make
that reemployment possible. Perhaps
we are cutting too deeply already with
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a tax rate as high-as 90 percent on cor-
porate and individual incomes.

At the outset of the hearings on re-
negotiation Mr. Earker, who had charge
of renegotiation in the War Depart-
ment, used this language. He said:

In my judgment as an individual this
Renegotiation Act is % dangerous and un-
American statute; but we are in a dangerous
and destructive war which justifies unusual
precautions and conditions.

The present renegotiation statute can
be open to the charge Mr. Karker made.
Why? Because it adopts the principle
of government by men ‘nstead of govern-
ment by laws.

The definition of “excessive profits” in
the existing law illustrates what I mean.
It is rather remarkable. It reads like
this:

The term “excessive profits” means any
amount of a contract or subcontract price
which is found as a result of the rencgotla-
tion to represent excessive profits.

Really a work of art by the Congress
for which we are all to blame. The ab-
sence of any standard in the present law
for the determination of excessive profits
leaves the American system of free en-
terprise completely at the mercy of the
social views of whoever happens to have
the job of determining excessive profits.

We try on pages 101 and 102 of the bill
to give a definition of “excessive profits,”
and I think you will find it a fairly satis-
factory definition. Twenty-five men on
the Ways and Means Committee, who
feel that they are as good as the average
man and woman of the House, have
worked very assiduously, sometimes very
heatedly, over this whole subject. We
went to grips with each other without
nearly the unanimity that appears on
this floor now. But we tried to define
“excessive profits” in a legal manner,
We prescribe the factors on page 102
which must be taken into consideration
in the determination of excessive profits.
The standards are necessarily general,
for it is obvious that a dollar amount or
value cannot be ascribed to any one fac-
tor, any more than in the purchase of a
horse can so many dollars be ascribed by
the purchaser to soundness, so many to
wind, and so many to a straight tail. It
is impossible to fix exact standards be-
cause of varied situations and circum-
stances under renegotiation. All of the
factors prescribed, however, must be
taken into consideration. Furthermore,
when the Board makes a determination
of excessive profits it must, at the request
of the contractor or subecontractor, fur-
nish him with a statement of the deter-
mination, of the facts used as a basis
therefor, and of the reasons for the
determination of the particular amount
of excessive profits found. Thus the
contractor will be apprised not only of
the facts used by the Board in making its
determination, but also of the reasoning
which on the basis of such facts com-
pelled the conclusion which the Board
reached.

The departments recommended that
when the aggregate of the amounts re-
ceived or accrued under contracts for a
fiscal year did not exceed $500,000 the
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contractor be exempted. That is to say,
if a man has one contract for $500,000
or less for the fiscal year, he is not re-
negotiable; if he has half a dozen con-
tracts, the aggregate of which does not
exceed $500,000, he is not renegotiable.

On page 125 you will find the exemp-
tion of contracts and subcontracts for
agricultural products in the first form or
stage in which they have an established
market: that is to say, using cotton as
an example, the first form in which cot-
ton has an established market is in the
bale, and hence contracts and subcon-
tracts for cotton in this form will be
exempt from renegotiation.

We have rewritten the definition of
subcontractor. The definition in the
present law makes it necessary for the
renegotiators to go clear through the
whole gamut of subcontractors down to
the man who furnishes the hammer and
nails out of the hardware store to make
the packing box in which to ship some
article which ultimately finds its way into
an article contracted for by a depart-
ment, but we redefine subcontractor so
as to establish certain limits. Under the
new definition, renegotiation will apply
only to subcontractors who make or fur-
nish either an article contracted for by
a department or an article which is to
be actually incorporated in or as a part
of an article contracted for by a depart-
ment. Thus all incidental operations
which are involved in fulfilling a con-
tract, such as the purchase of business
machines to keep records, the purchase
of machines or hand tools with which to
make contract articles, will be excluded
from renegotiation.

You will find on page 79 of the report a
graph that gives an illustration of the
operation of the new definition.

The departments were anxious to save
work for themselves and suggested that
contractors be required to file statements
of costs with the departments. The com-
mittee acceded to that as a good sug-
gestion and on page 114 we do make that
provision. Under penalty, contractors
having contracts with the departments
as well as subcontractors are required to
file cost statements. We think that will
facilitate administration of the law.

On page 112 we provide that when
money is saved by the department as a
result of renegotiation, that money goes
back into the Treasury. Under the pres-
ent law only amounts that are actually
recovered from contractors go into the
Treasury. We have extended this to
cover amounts withheld from contractors
as well.

On page 113 we provide that once re-
negotiation is started it must be com-
pleted in 1 year. We want this business
closed up. At the end of a year after
renegotiation proceedings have started,
if the renegotiation officials have not
finished the job, renegotiation ceases. If
they have set renegotiation in process
they must complete it in 1 year. Of
course the present law requires that
renegotiation be started within 1 year
after the close of the contractor’s fiscal
period. We have not changed that.

All through the bill you will find thaf
repricing or progressive pricing is pro-
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vided for. That was suggested by the
departments. It has been found to be
successful in Great Britain. That is to
say, while the performance of the con-
tract is in progress the department may
check up with the contractor, see what
his costs are, and if he can produce at
a less price, or if it is necessary to have
a greater price, the statute gives the de-
partment the leeway to adjust the price
accordingly. We think that is a bene-
ficial provision which will assist the Gov-
ernment in savinz money and also do
away with the necessity in many cases of
recapturing excessive profits after they
have been realized.

Coming to standard commercial arti-
cles, we had a tremendous argument and
debate both in the subcommittee and full
committee on this subject.

Mr. NORRELL. Will the gentleman

yield?

Mr.DISNEY. Iyield to the gentleman
from Arkansas.

Mr. NORRELL. In reference to re-
negotiation, I am wondering what the
genfleman’s opinion is regarding the
ability of business in this country to ac-
cumulate a reasonable reserve to tide
them over from wartime to peacetime
activities. I wish the gentleman would
give us some discussion of that.

Mr, DISNEY, Under the 1942 Revenue
Act a man who has excess profits gets a
post-war reserve of 10 percent of his ex-
cess-profits tax, but that cannot operate
under renegotiation. It would be im-
possible to do that because we would
have such tremendous discriminations
between contractors. In other words, if
a contractor has made excessive profits
by reason of charging the Government
an excessive price you would not want
to give him 10 percent for a post-war re-
serve. You as a contractor might charge
the Government reasonable prices,
whereas I as another contractor might
charge excessive prices and make a tre-
mendous excessive profit. It would not
be fair to give me a reserve that I might
not need and not give you one which
you might need. They do not fit to-
gether,

Mr. ENUTSON. Will the gentleman
yield?

Mr. DISNEY. Iyield tothe gentleman
from Minnesota.

Mr. ENUTSON. The distinguished
gentleman who is speaking was chair-
man of the subcommittee that held hear-
ings on the renegotiation feature and he
did a splendid job.

Mr. DISNEY., I thank the gentleman.
He has always been constructively help-
ful, as a member of the subcommittee,

Mr. ENUTSON. At this point may I
suggest it might be in order to tell the
House that some concerns after renego-
tiation had 16 percent left, the big ones,
while the little fellows were squeezed
down to 3 or 4 percent after renegotia-
tion.

Mr. DISNEY, That comes from gov-
ernment by man instead of government
by law. Under the present Renegotia-
tion Act, the situation is governed by
men, different groups of men, and their
best judgment. Some of the big ones got
big returns and some of the little ones
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got squeezed. It is one of those things
you cannot prevent because you do not
have a fixed system of rules. On this
subject matter it is almost impossible to
have an ironclad rule. Otherwise we
could do the job by taxes. If a specific
formula could be had the job could be
done by taxes, but the variations are so
great, the amount of business so great,
that we could not find an exact formula
for a tax statute on excessive profits.
I have long contended that a contractor
should be entitled to a definite profit on
sales, with safeguards against excessive
profits. In my opinion, a profit of 3 per-
cent on sales would be fair to nearly every
contractor and to the Government. Es-
pecially so, if that floor were coupled
with a floor of the excess-profits-credit
base against excessive profits.

Mr. KNUTSON. It is a vast improve-
ment. As the law is now you have six
different formulas.

Mr. DISNEY. Yes. L]

Mr. KNUTSON. We are going to op-
erate under one formula in the event .
favorable action is taken on this bill.

Mr. DISNEY. Yes.

Mr, Chairman, we tried to find a defi-
nition for standard commercial articles.
We were in earnest on this subject and
we had many heated arguments, but no
expert ever said he could define a stand-
ard commercial article. We did our best,
and on page 106 there is a definition of
standard commercial article. On page
127 we give the Renegotiation Adminis-
tration discretion to exempt standard
commercial articles when normal com-
petitive conditions should return. We
gave them a wide range of discretion
there. There was a division of opinion
amongst us, but a majority of the com=-
mittee felt it best in the long run, with
varied opinions, to permit the Renego-
tiation Administration to have the dis-
cretion to exempt standard commercial
articles when in its judgment comparable
normal competitive conditions should re-
turn, rather than provide for an auto-
matic statutory exemption.

There is a general exemption on page
127, line 22, where the Renegotiation
Administration may exempt contractors,
big and little, as they see fit, from renego-
tiation when in its judgment competitive
conditions justify so doing. As it is now
they are required by the law to renego-
tiate virtually everybody and it makes a
terribly onerous job. We have to give the
people downtown credit for doing an
honest, forthright, fair job on renegoti-
ation—for in nearly every instance they
have done so. Highminded men have
left their work and their business at great
personal sacrifice, they have engaged in
this work and have done a fine job. There
have been some exceptions that were an=
noying to the committee—where ad-
vantage was taken of the law as it now

. exists in the judgment of the committee,

On page 116 you will find that we have
created a War Contracts Price Adjust-
ment Board upon which is placed all of
the responsibility for renegotiation.

Under the present law this responsibility
is divided between the War Department,
the Navy Department, the Treasury De-
partment, the Maritime Commission, the
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War Shipping Administration, and the
several subsidiaries of the Reconstruc-
tion Finance Corporation. Each one
follows different policies and procedures
in renegotiation, Each has different
views a2s to what should be considered a
reasonable profit in a particular case.
Each has a different method of arriving
at its determination of excessive profits.
The amendments do away with these dif-
ficulties and centralize responsibility in
one board. The board will be composed
of representatives of the present renego-
tiating departments and agencies, ap-
pointed by the heads of those depart-
ments and agencies. In order to provide
flexibility of administration and not dis-
turb the close relationship between re-
negotiation and current pricing and
procurement, the board is authorized to
delegate its powers to the present rene-
gotiating departments and agencies,
with one exception: It is prohibited from
delegating its power to finally decide
when requested to do so by an aggrieved
contractor or subcontractor,

The departments were not anxious for
us to create this board, but after the sug-
gestion was made by the subcommittee
that we were going fo create such a
board, the departments themselves set
up a central board consisting of men
from each of the renegotiating depart-
ments, for the purpose of providing uni-
formity of principle and policy. The
committee had the same general pur-
pese in making provision for a board.

Great complaint has been registered
by contractors against the present rene-
gotiation proceedings, for they have not
been able to find out how they were to
be renegotiated, by whom they were to
be renegotiated, why they were being
renegotiated, or what the facts were upon
which they were being renegotiated.

One amusing bit of testimony was that
of a contractor from Georgia who was
told that that information was secret
criteria. Well, we disposed of the secret
criteria in a hurry. We have required
the board to make a written decision
upon the request of the contractor, stat-
ing the facts used as a basis for its deci-
sion and the reasons why it decided that
the contractor should return so much
money. Then the contractor who feels
aggrieved by the decision of the board
may go to the Tax Court of the United
States for a decision de novo, a new
hearing, based on all the facts.

The Tax Court was chosen to perform
this function for four principal reasons.
The first is, that the Tax Court deals
with very similar problems under the
excess profits tax. The second reason
for choosing the Tax Court is the fact
that in it judges hold court all over the
United States and hence the contractors
will not have to come to Washington to
be heard by the court. The third is
that the use of one forum will bring
about uniformity in the development and
application of principles of decision; and
the fourth is that a forum had to be
chosen upon which Congress could im-
pose the duty of deciding the nonjudicial
question as to the amount of excessive
profits, for the committee is aware that
the standards it has prescribed for the
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determination of excessive profits are
too general and flexible to be applied
judicially. Under the amendments rec-
ommended by the committee these
standards do not have to be applied ju-
dicially since the obligation to refund
excessive profits is made in-all cases—
as under the original Vinson-Tramimell
Act—a contract obligation of the con-
tractor.

The CHAIRMAN. The time of the
gentleman from Oklahoma has expired.

Mr, DOUGHTON. Mr. Chairman, I
yield 10 additional minutes to the gentle-
man from Oklahoma.

Mr., DISNEY. In my judgment, and
in the judgment of the committee, I
think, litigation in the Tax Court will be
held down by the fact that The Tax
Court may enlarge the amount of ex-
cessive profits against the contractor
after he appeals. It has the right to
make a new determination, and a higher
determination than the board made.

When the contractor appeals to the
Tax Court, there is no stay of the recap-
ture of the money but, of course, a de-
cision by the Tax Court in his favor
would entitle him to a refund of amounts
that had been recaptured.

We did not fix any cut-off date except
at the termination of hostilities in the
war. We discussed that to a great ex-
tent, but after all was said and done the
composite judgment of the committee
was that we should fix the date of the
termination of hostilities as the cut-off
date. Contracts entered into after that
date will not be renegotiable.

Returning just a moment to the pro-
cedure before the Tax Court, the exist-
ing law requires renegotiation of con-
tracts entered into before April 28, 1942,
where final payment was not made be-
fore that date. The Hornet was re-
negotiated after it was sunk.

There was another unusual instance.
A confractor made a model trailer, and
then with that as a design manufactured
several thousand trailers, and was paid
for them in full prior to April 28, 1942,
The present statute says that a contract
upon which final payment has not been
made prior to April 28, 1942, is re-
negotiable. The renegotiators renego-
tiated him because the specification
model had not been paid for.

I do not believe there is a lawyer in this
House but will agree that this retroac-
tive application of the existing law is
unconstitutional. But we were faced
with this problem: Should the committee
itself decide the constitutional question,
recommend the appeal of the retroactive
features, and by doing so reguire refunds
to those whose excessive profits had al-
ready been recaptured, or should it sim-
ply give contractors the right to raise the
constitutional question?

There are two methods which Congress
might have constitutionally adopted for
the recapture of excessive profits. One
is the method which Congress chose
when it enacted the Vinson-Trammell
Act, under which the liability to refund
excessive profits was made a contractual
liability of the contractor, written into
his contract at the time the contract was
entered into. The other method is the
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fixing by legislation of the measure of
excessive profits or the prescribing by
legislation of definite standards through
the application of which by the renego-
tiation officials excessive profits might be
determined in each individual case.

The second method can be used only
if it is possible to work out a specific for-
mula for the determination of excessive
profits, or to prescribe standards definite
enough to constitute a formula in their
application to a particular case. As I
have stated, this was not possible.

Obviously the first method could be
applied only to contracts entered into
after the enactment of the original re-
negotiation law on April 28, 1942. But
as has too often been the practice in the
last few years, Congress, looking only to
the end to be achieved—and they are
ends we are all seeking to achieve—cut
constitutional corners, and sought to re-
capture excessive profits on contracts
which had been made long before April
28, 1942, contracts which did not contain
any agreement by the contractor to re-
fund excessive profits, contracts which
were binding obligations of the United
States but which Congress, by its enact=-
ment of the renegotiation law, has at-
tempted to repudiate. For making the
present renegotiation law applicable to
contracts entered into prior to April 28,
1942, was nothing but an act of repudia-
tion. There is not a case to be found
which even so much as hints that the
application of the law to such contracts
would be lawful, and there are countless
cases which hold otherwise—at least
two within the last 10 years.

The first is the case of Lynch v. United
States ((1934) 292 U. S. 571). That case
involved a provision of one of the econ-
omy acts under which Congress sought
to withdraw all rights of veterans of the
First World War and their beneficiaries,
under yearly renewable term insurance
issued by the United States during that
war, and also sought to withdraw the
consent of the United States to be sued
on such policies. In the course of its
opinion holding that such action by Con-
gress was unconstitutional, the Court,
speaking through Justice Brandeis, said:

2. The filth amendment commands that
property be not taken without making just
compensation. Valid contracts are property,
whether the obligor be a private individual, a
municipality, a State, or the United States.
Rights against the United States arising out
of a contract with it are protected by the
fifth amendment (United States v. Central
Pacific R. Co., 118 U. S. 235, 288; United
States v. Northern Pocific Ry. Co., 256 U. 8. 51,
64, 67). When the United States enters into
contract relations, its rights and dutles there=
in are governed generally by the law ap-
plicable to contracts between private indi-
viduals. That the contracts of war-risk in-
surance were valid when made is not ques-
tioned. As Congress had the power to au-
thorize the Bureau of War Risk Insurance
to issue them, the due-process clauss pro-
hibits. the United States from annulling
them, unless, indeed, the action taken falls
within the Federal police power or some other
paramount power.

The Solicitor General does not suggest,
either in brief or argument, that there were
supervening conditions which authorized
Congress to abrogate these contracts in the
exercise of the police or any other power.
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The title of the act of March 20, 1933, repels
any such suggestion. Although popularly
known as the Economy Act, it 1s entitled “An
act to maintain the credit of the United
Btates.” Punctilious fulfillment of contrac-
tual obligations is essential to the mainte-
nance of the credit of public as well as private
debtors. No doubt there was in March 1933

great need of economy. In the administra--

tion of all Government business, economy
had become urgent because of leszened reve-
nues and the heavy obligations to be issued
in the hope of relieving widespread distress.
Congress was free to reduce gratuities deemed
excessive. But Congress was without power to
reduce expenditures by abrogating contrac-
tual obligations of the United States. To
sbrogate contracts, in the attempt to lessen
Government expenditure, would be not the
practice of economy but an act of repudia-
tion. “The United States are as much bsund
by their contracts as are individuals. If they
repudiate their obligations, it is as much re-
pudiation, with all the wrong and reproach
that term implies, as it would be if the re-
pudiator had been a State or a municipality
or a citizen” (Sinking-Fund Cases, 99 U, 8.
%700, 719).

The second case is that of Perry v.
United States ((1935) 264 U. S. 330).
That case grew out of the attempt on
the part of the United States to repudi-
ate its obligation under the gold clause
in bonds of the United States. In the
course of its opinion, holding such repu-
diation unconstitutional, the Court,
speaking through Chief Justice Hughes,
stated: X

In attempted justification of the joint
resolution in relation to the outstanding
bonds of the United Btates, the Government
argues that earlier Congresses could not
valldly restrict the Seventy-third Congress
from exercising its constitutional powers to
regulate the value of money, borrow money,
or regulate foreign -and interstate com-
merce; and, from this premise, the Govern=-
ment seems to deduce the proposition that
when, with adequate authority, the Govern-
ment borrows money and pledges the credit
of the United States, it is free to ignore that
pledge and alter the terms of its obligations
in case a later Congress finds their fulfillment
inconvenient, The Government’'s contention
thus raises a question of far greater impor-
tance than the particular claim of the plain-
tiff. On that reascning, if the terms of the
Government's bond as to the standard of
payment can be repudiated, it inevitably fol-
lows that the obligation as to the amount
to be paid may also be repudiated. The
contention necessarily imports that the Con-
gress can disregard the obligations of the
Government at its discretion and that, when
the Government borrows money, the credit of
the United States is an illusory pledge.

We do not so read the Constitution. There
is a clear distinction between the power of
the Congress to control or interdict the con-
tracts of private parties when they interfere
with the exercise of its constitutional au-
thority, and the power of the Congress to
alter or repudiate the substance of iis own
engagements when it has borrowed money
under the authority which the Constitution
confers. In authorizing the Congress to bor-
row money, the Constitution empowers the
Congress to fix the amount to be borrowed
and the terms of payment. By virtue of the
power to borrow money on the credit of
the United States, the Congress is author-
ized to pledge that credit as an assurance of
payment as stipulated, as the highest assur-
ance the Government can give, its plighted
faith. To say that the Congress may with-
draw or ignore that pledge, is to assume that
the Constitution contemplates a vain prom-
ise, a pledge having no other sanction than

CONGRESSIONAL RECORD—HOUSE

the pleasure and convenience of the pledgor.
This Court has given no sanction to such a
conception of the obligations of cur Gov-
ernment.

So I am convinced in my own mind, as
I believe is every other lawyer in this
House, that the retroactive application
of the renegotiation law is an act of
repudiation and hence unconstitutional.
We have been told, however, that if we
repeal the retroactive provision, the
United States will have to refund to war
profiteers almost a billion dollars. In my
view this is not a sound argument. It is
an argument based solely on expediency.
If the Constitution is worth anything at
all, it is worthy of the protection of the
legislative department of the Govern-
ment,

The plan worked out by the committee
gives every man a right to assert his rights
under the Constitution in case he avails
himself of its protection.

The committee has provided that any
contractor aggrieved by a determination
of excessive profits under the old law,
whether he was cooperative and signed
a closing agreement or not, may have a
review of that determination in the Tax
Court of the United States and in the re-
view have all issues, constitutional and
otherwise, decided by the court In my
opinion, the Supreme Court will hold that
Congress cannot constitutionally apply
the Renegotiation Act retroactively and
thus repudiate its own obligations.

Having arrived at the conclusion that
those contractors who had been renego-
tiated on contracts prior to April 28,
1942, might have an appeal to the Tax
Court, fairness compelled us to give this
right to all contractors notwithstanding
they may have signed closing agree-
ments, so they all have the same right
of appeal.

There might be a_good deal of politi-
cal argument on that subject but there
is none at all about the legal question

- and none upon the question of substan-
tial fairness, correctness in dealings,
and right between citizen and citizen.
® The new amendments are effective as
follows: “The repricing provisions are
effective from the date of the enactment
of the act. The new provisions relating
to matters required to be included in
contracts and subcontracts are effective
30 days after the enactment of the act.”

There are some retroactive features
in the amendments. One agricultural
exemption is retroactive to April 28, 1942.
The departments want to be rid of these
agricultural products and did not want
to renegzotiate those contracts.

The court review of old law cases is
retroactive, too, as far as those cases
are concerned, :

In all other instances the new amend-
ments apply only to the calendar year
1943 and subsequent calendar years,
and to fiscal years ending after July 30,
1943, and subsequent fiscal years.

Mr. VORYS of Ohio. Mr. Chairman,
will the gentleman yield?

Mr, DISNEY, I yield to the gentle-
man from Ohio.

Mr. VORYS of Ohio. On the matter
of a post-war reconversion reserve, I

have discussed that matter with some
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businessmen and I wonder if there came
up in the gentleman's committee the
possibility of allowing 5 years in which
to pay off an agreed portion of war taxes,
just the reverse of the amortization plan
in converting to war purposes. In that
way the Government would get all of its
war money but the taxpayer would be
able to finance himself. Is that a work-
able proposition?

Mr, DISNEY. We did not consider
that to the extent of drafting legislation
on the subject.

Mr. REED of New York. Mr. Chair-
man, will the gentleman yield?

Mr. DISNEY. I yield to the gentleman
from New York.

Mr. REED of New York. I commend
the gentleman on the very excellent work,
and hard work, that he did on this very
complex problem.

Mr. DISNEY. I thank the gentleman,
but the hard work was done by the whole
committee as well as the subcommittee.

Mr. MICHENER. Mr. Chairman, will
the gentleman yield?

Mr, DISNEY. Iyield to the gentleman
from Michigan.

Mr. MICHENER. I concur in that, and
add my commendation on the very splen-
did job the gentleman's committee has
completed. :

Reverting to renegotiation, as referred
to by the gentleman, I have a letter to-
day from a constituent presuming to
know the facts, wherein he strenuously
complains about the high and excessive
profits being allowed war contractors.
The gentleman has just held extensive
hearings on war profits. What does he
say as to the amount of profits being
allowed in renegotiation of contracts?

Mr. DISNEY. They have recaptured
and repriced several billion dollars in war
contracts.

Mr. MICHENER. I am not talking
about the amount, but are war contrac-
tors being permitted to make excessive
profits out of war contracts?

Mr, DISNEY, Not after renegotiation
they have not been. I really wonder
whether or not enough money has been
left to the contractor to employ these boys
when they come back. We may be cutting
too deep. I am not certain about that.
The profits may look big at the time but
the contractors must have money to
employ these soldiers when they get back.

Mr, MICHENER. But there is nothing
unusual, and no war millionaires are be-
ing made as far as the hearings show?

Mr. DISNEY. They get the money
back, some great amounts of money. I
think in one instance $55,000,000 was paid
back under renegotiation, and in another
instance $157,000,000. Immense amounts
of money are paid back.

Mr. MICHENER. In other words, the
gentleman’s committee, through its tax-
ing power or its power to recommend leg-
islation concerning renegotiation, is see-
ing to it that formulas are written
whereby there will not be war millionaires
made out of this war.

Mr. DISNEY. I think so. I think the
war millionaires that come out of this
war, if they come out, will be people that
did not have business with the Govern=-
ment,
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Mr. KNUTSON. And there is the ex-
:ﬁsst-prcﬂts tax that will take care of

at,

Mr. DISNEY. Yes, admittedly the ex-
cess-profits tax under the 1942 Revenue
Act would take care of from T0 percent
to 80 percent of what they do get back
by renegotiation.

Mr KENUTSON. And then there is the
personal income tax.

Mr. DISNEY. Yes, and the personal
income-tax rates have reached enormous
heights.

Mr. CARLSON of Kansas. Will the
gentleman yield?

Mr. DISNEY. I yield.

Mr. CARLSON of Kansas. I would
just like to state that the gentleman
from Oklahoma [Mr, DisNey] and the
members of his committee are entitled
to much credit for the great improve-
ment they have made in this Renegotia-
tion Act. I want the ReEcorp to show
while it is not wrtten in the bill we did
seriously discuss reconversion problems,
As a matter of fact we had the words “po-
tential financial burden to reconvert” as
one of the factors. But I do not think
we violate any of the agreements or any
of the confidences of the executive ses-
sion if I state that this was stricken out
at the insistence of the Department down
below and not because the Congress or
the committee did not want to con-
sider it.

Mr, DISNEY. That is true.

Mr. GRANT of Indiana. Will the gen-
tleman yield?

Mr. DISNEY. I yield to the gentle-
man of the Naval Affairs Committee who
was on a subcommittee that held hear-
ings on this same subject.

Mr GRANT of Indiana. Iknow some-
thing of the deep study that the gentle-
man has given to the subject and I re-
spect his opinion highly. I would like to
ask him a question on a hypothetical case.
Take the case of two corporations, cor-
poration A and corporaticn B, both of
them in civilian business, but corpora-
tion A converts into the business of mak-
ing tools for war, and corporation B gob-
bles up the customers of corporation A,
and thus, I contend, profits by the war.
I would like to ask the gentleman what
justification there can be for renegotia-
tion of the firm that elects to go into the
business of producing tools of war and
not touching the firm that elects, by
choice or otherwise, to stay on the out-
side?

Mr. DISNEY. Personally, I have not
yet abandoned the idea, for some future
time, at least, of working out a tax for-
mula which would come more nearly
treating every corporation alike.

Mr. GRANT of Indiana. Certainly, if
I may pursue this just a bit further,
After 2 or 3 years experience by the pro-
curement officers and agencies of Gov-
ernment they ought to be in a position
now, if they ever can do a reasonable and
businesslike job in the matter of fixing
prices, and they ought to be pretty soon
at a point where a tax levy can do the
Job.

Mr, DISNEY. That is true.

The CHAIRMAN. The time of the
gentleman has expired.
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Mr. DOUGHTON. I yield 5 more min-
utes to the gentleman from Oklahoma.
Mr, CASE. Will the gentleman yield?

Mr, DISNEY, ¥Yes.

Mr. CASE. I want to join with what
the other Members have said as to the
work that his committee and the sub-
committee have done in working out
amendments to the renegotiation statute.
It is a baflling and difficult problem. It

is not easy to handle this problem of

repricing and taking away excess profits.
The gentleman mentioned a provision
that is made for the expiration of the
power to renegotiate within the fiscal
year or the end of the year from the
time the renegotiation started. Is that
protected against any stalling by the
contractor in supplying information?

Mr. DISNEY. He is under a criminal
penalty if he fails to supply information.

Mr. CASE. So that renegotiation can
be completed within the year?

Mr, DISNEY. He can stall, but he will
wish he had not.

Mr. NORRELL., Will the gentleman
yield?

Mr, DISNEY. Yes.

Mr. NORRELL. Does the period of
renegotiation continue until the end of
the war has formally been declared or
hostilities shall cease?

Mr. DISNEY. The termination of
hostilities, and under the amendments
Congress, by concurrent resolution, may
fix the date when hostilities shall be con-
sidered as terminating for this purpose.

Mr. NORRELL. I am very much con-
cerned about manufacturers not being
able to retain enough, more than I am
about the Government not being able
to get a sufficient amount out of them.

Mr, DISNEY. I am not so sure but
what you are right. I think these com-
panies need money to hire these men
when they get back.

Mr. NORRELL, We are paying these
folks now good salaries to look into the
contracts and determine what prices

shall be paid. There is not a very great

emergency that exists any longer, so I
think we ought to get to the end of re-
negotiation pretty soon.

Mr. DISNEY. The committee looked
into all phases of it and decided this way
was better. There is nothing to pre-
vent taking up the matter later.

Mr. HINSHAW. Will the gentleman
yield?

Mr. DISNEY. Yes.

Mr. HINSHAW. Has the gentleman'’s
subcommittee considered the case of a
subcontractor, generally a small con-
tractor, who has been prevailed upon to
take some war job in which he was not
previously experienced and which has
resulted in a loss to him rather than in a
profit, and to make provisions for rene-
gotiation of the contract upward to pre-
vent such a loss?

Mr. DISNEY. That was considered.
Mr. Patterson, Undersecretary of War,
told us he had the right under the First
War Powers Act to rectify such a condi-
tion, and in instances had made such
adjustments. We deemed it unneces-~
sary to amend, since they have and are
exercising that power.
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Mr, BUSBEY. Will the gentleman
yield?

Mr, DISNEY. I yield.

Mr. BUSBEY. I was greatly inter-
ested in the remarks of the gentleman
from Kansas. I personally believe this
is one of the most vital subjects before
the country today—that is, the matter of
reserves for the reconversion period—
and the businessmen of this country are
particularly concerned about that.

I wonder if the gentleman could com-
ment on that?

Mr. DISNEY. There is first a 10 per-
cent post-war credit on your excess-
profits tax. If you are a contractor, and
on the termination of your contracts the
departments are not liberal with recon-
version problems, they will make a terri-
ble mistake, We will probably have leg-
islation on that subject of termination of
contracts shortly so as,to lay down some
rules and standards for termination of
war contracts.

Mr. BUSBEY. The question was,
What can they look forward to at an
early date along that line from the
committee? .

Mr. DISNEY. It no doubt will be the
subject matter of legislation.

Mr. GAVIN. The renegotiators, I
might say, seem to be cutting quite deep
into the profits of the small industry, the
small manufacturer, and he is greatly
concerned as to whether or not he is
going to have enough money left to
reconvert his business in the post-war
period. What relief or what recourse
does he have to get the protection neces-
sary to hold onto his business? From
the letters I have received these renego-
tiators have been taking about every-
thing that they have. Can the gentle~
man outline any plan of procedure
whereby they can appeal their case, and,
if so, to whom?

Mr. DISNEY. It is in the bill.
the report and you will find it.

Mr. WICKERSHAM. Mr, Chairman,
will the gentleman yield?

Mr. DISNEY. I yield to the gentle-
man from Oklahoma.

Mr. WICKERSHAM. I have a high
regard for the gentleman’s ahility.

Mr, DISNEY. It is mutual.

Mr, WICKERSHAM. Has the gentle-
man considered or will you consider a
provision in the tax bill to allow a rea-
sonable deduction for the payment of in-
surance premiums to protect a man’s
family, and to protect his estate tax and
his income tax?

Mr. DISNEY. That is another phase

Read

-of the bill that I want to leave for others

to discuss. Personally, I think a man
ought to be permitted to secure life in-
surance, payable to the Government, for
the future payment of his estate taxes.
But the Treasury Department constantly
defeats that proposal before the commit-
tee.

Mr. MONRONEY. Willthe gentleman
yield?

Mr. DISNEY. I yield to the gentle-
man from Oklahoma.

Mr. MONRONEY. As one of the most
studious members of the Ways and
Means Committee, could you advise what
will be the attitude of the Demoecratic
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members of the Ways and Means Com-
mittee in case the Senate succeeds in
freezing the social-security tax?

Mr. DISNEY, I do not know. It is
hard to anticipate that. I know some
of the personal views of members on the
committee, but I do not know what the
conference will bring forth.

Mr. MONRONEY. The gentleman
realizes it will be a rather irregular par-
liamentary procedure in which most
Members would not have the right to
speak on that question.

Mr. DISNEY. That is true, and that
is what happens in legislative procedure.

Mr. MONRONEY. The gentleman
knows that would result in a loss of rev-
enue of $1,250,000,000 that would go to
the social-security fund?

Mr. DISNEY. Yes, I realize that, but
it is hard to predict what might tran-
spire as a result of the conference. We
do not know what the Senate will do.

Mr. HARLESS of Arizona. Mr. Chair-
man, will the gentleman yield?

Mr, DISNEY. I yield.

Mr. HARLESS of Arizona., In this
particular bill is there any provision
made for these contractors who have
been subject to renegotiation, and then
have to pay the second windfall tax?

Mr, DISNEY. I know what you are
talking about. That was the subject of
discussion at the end of the hearings,
and while the Committee agreed some-
thing should be done, it was not mechan-
ically feasible at the moment, and we
hope the Senate will act upon that. The
Treasury has recommended it, but we
could not get to it. The Treasury has
recommended what you are talking about
and what you want, and I am inclined
to think the Senate will pass it.

My, WHITE. Mr. Chairman, will the
gentleman yield?

Mr. DISNEY. I yield to the gentleman
from Idaho.

Mr. WHITE. Taking into considera-
tion the excess-profits tax and the other
recapture clauses of the tax structure,
does not the policy of renegotiation oper-
ate to put a premium on inefficiency, ex-
travagance, and waste by contractors?

Mr. DISNEY. Well, yes and no. It
depends. If we could find a tax formula,
I would be for putting renegotiation out
of the window, but we have not been able
to evolve a tax formula, because the
country needs these products of our in-
dustrial machine in a hurry. Perhaps
you could make them at $250. Maybe he
could make them at $400, and maybe I
could make them at $300. We had to
have the guns. The disparity in circum-
stances (when speed was the first con-
sideration) made it necessary for the
procurement officers to get the goods and
renegotiate afterward.

The CHAIRMAN. The time of the
gentleman from Oklahoma has again ex-
pired.

Mr., KNUTSON. Mr. Chairman, I
yield 10 minutes to the gentleman from
Ohio [Mr, JENKINS].

Mr. JENKINS. Mr. Chairman, I wish
to compliment the Membership on their
atterdance this afternoon. With a very
important holiday impending, and the
discussion of what everybody knows is a

very dry subject, I think you do well to
give such a fine atiendance, and such
fine attention. I indulge the hope that
although I speak extemporaneously that
I may be favored with a continuance of
your attention.

Every tax bill is a difficult one. We
have come to the place in our plans of
taxation that causes us to stop, look and
listen. We are now staggering under the
most colossal debt that ever afilicted any

" Nation and we are increasing that debt

at the rate of nearly $200,000,000 dollars a
day. I am not proud of this tax bill but
I shall vote for it because we cannot in
these stressful times throw up our hands
and refuse to do anything to meet these
obligations although we know that there
has been gross and almost eriminal negli-
gence and waste in connection with these
debts and obligations. This tax bill is
difficult because we are scratching and
scraping in every direction in an effort
to get all the taxes we can without im-
pairing and throwing our economic
structure out of eguilibrium.

This bill divides itself into four very
distinctive parts.

First. Tax on personal incomes,

Szcond. Tax on corporations.

Third. Excise taxes.

Fourth. Renegotiation of contracts.

The tax on personal incomes has been
increased and this bill will produce
$154,800,000 additional taxes. These
taxes will come principally from an in-
crease in the normal tax from 6 percent
to 10 percent and from an increase that
will result from the cancellation in the
future of what is termed as earned in-
come credit,

The tax on corporations will be in-
creased, and it is estimated that an addi-
tional $616,000,000 will be collected.
This comes principally from the increase
of the excess-profits tax from 90 percent
to 85 percent.

The increases in the various excise
taxes will amount to $1,201,%00,000 and
an additional amount of $166,800,000
from the increase in postal rates.

The estimated total increase in this
tax bill from all sources will be $2,139,-
300,000. This is not much of an increase
in the face of tnhe demands of the Treas-
ury which called for an increase in taxa-
tion of $10,500,000,000.

The Ways and Means Committee early
in its deliberations decided that it would
be impossible to raise the $10,500,000,000
recommended by the Treasury, and the
committee preceeded to write its own bill
regardless of the demands of the Treas-
ury.

It had been my purpose to take up the
question of renegotiation of contracts
before I went into some of the new fea-
tures of the tax bill, I wanted to do this
out of respect for the distinguished gen-
tleman from Oklahoma [Mr. Disney]
for a discussion of the renegotiation fea-
tures of this bill would be in line with his
discussion, which he has just closed.

But the page boys have brought in
this blackboard chart which I expected
to use in connection with these new
features of the tax bill, and from the in-
terest that you appear to be manifesting
in this chart, I think that I had better
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change my planned course and discuss
one of these important innovations in
this present bill. I hope that I may be
able to have a copy of this chart appear
in my remarks in the Recorp so that if
you are at all impressed with it you may
he able to make reference to it in the
Recorp. I think there is no better way
to understand the complications of a
tax bill than by the use of illustrations
on a blackboard. We use a blackboard
in the discussions in our committee quite
frequently, and we find them to be a
great advantage in explaining compli-
cated transactions.

Regular income tax (married man, 2
children)
Gross income. $2, 000
Assumed deduction of 6 per-

Married exemption
Dependents deduction, 2 chil-

dren, $350 eaChocecenccecacaa 700
2, 020
No tax

Minimum tax (married man, 2 children)
Gross INeome o o s o el $2, 000
Assumed deduction of 6 per-

1] ARG Re  C T par e S S #120
Married exemptlon..accacoceaea 700
Dependents deduction, 2 chil-

dren, $100 each. ccccvemanaa =

— 1,020
Taxable 980

$980 taxable at 3 percent, $29.40.
Minimum tax under short form, $29,
Victory tax under present law, $38.50.

This tax bill has one very distinctive
new feature about it. You will recall
that a year or two ago we passed a law
providing for the levy of the Victory tax.
This Victory tax reached all salary and
wage earners who earned more than
$15 a week. The Victory tax was found
to be very complex and somewhat diffi-
cult to administer and it was decided by
the taxing authorities and by your com-
mittee that it would be best to repeal
the Victory tax and to supplant it with
a more workable tax which would pro-
duce about the same amount of money.
The Treasury recommended the abolish-
ing of the Victory tax. If this had been
done 9,000,000 taxpayers would have been
relieved of any tax responsibility. This
bill provides for the repeal of the Victory
tax and as I have already suggested a
substitution of what we call a minimum
tax.

Let me briefly explain this chart. You
will see that this chart is applicable to
a married man, with two children, who
earns $2,000 per year. In the left hand
box I compute the taxes that this man
would owe under the regular income-tax
law as it will apply when this bill is
passed. You are all familiar with the
fact that recent tax bills have carried
what we call a “short form.” Millions
of taxpayers in the lower brackets pay
their taxes on the short form. For those
wishing to pay their taxes in that way
an assumed deduction of 6 percent is
allowed. In the case in point you will
notice that the assumed deduction of 6
percent will amount to $120.

The married exemption runs the same
in this bill as in the present law, which
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i5$1,200. The same deduction is allowed
for dependents in this new bill as in the
present law. - In this supposed case, the
deduction for two children will be $700.
The total of these deductions as you will
<ee amount to $2,020. From this you
can see that the deductions amount to
more than the income and there would
be no tax if the same were computed
under the regular incomg tax computa-
tions. In other words, this taxpayer
would, if he were to follow what we call
the regular income-tax plan, have no
income tax to pay. But he is not going
to escape a tax under this minimum-tax
plan any more than he would under the
Victory-tax plan.

Now let us turn to the second box
which is captioned “Minimum tax.” We
use the same earnings illustration as in
the first box, which is a gross income
of $2,000. We allow the same assumed
deduction of 6 percent, which is $120.
This is supposed to cover the deductions
of the average person for church and
charitable conftributions, and so forth.
Now we come to the marital exemption
under the minimum tax. This is only
$700. If it were for a single man it
would be $500. We must not confuse
this exemption with the regular exemp-
tion in the regular income tax computa-
tion. This $700 exemption is allowed
only in the minimum-tax plan. The
deduction for dependent children is also
different in this minimum-tax plan. In
this case the deduction allowed is $100
for each child or a total of $200 in this
case. You will see that the total of these
exemptions and deductions amount to
$1,020. That sum deducted from $2,000
leaves the balance of $980, which is sub-
ject to the minimum tax. The minimum
tax in this case therefore would be $29.40.

So it can be seen that from this chart
under the regular income-tax law this
person, whose income has been consid-
ered, would be relieved from any taxXes
but under this bhill we come forward with
the minimum tax plan which, as stated
before supplants and takes the place of
the Victory tax.

You will see from the report filed by
the committee that there is a short form
table which is applicable to this mini-
mum tax just as there was a short form
table applicable to the Victory tax, and
so forth. Under this short form the min-
imum tax will not be $29.40 as I have fig-
ured it but it will be $29 as you will see at
the hottom of the chart. I cite this to
show that the figures in the short form
charts are not figured out exactly to the
penny but they are usually figures that
are rounded out and in some cases a tax-
payer loses a few cents and in another
case he will gain a few cents. In this
case, the taxpayer could easily figure out
his own taxes according to the short form
and you see that he would gain 40 cents
thereby and in addition he would also
escape the trouble of having to go to a
tax expert to make out his tax return.

You will also notice that I have shown
by this chart what the Victory tax would
be for this same individual under the
present law. It would be $38.50.

Summing this whole matter up there-
fore, you will see that in the case that
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I have taken for illustration, the man
would be required to pay a tax of $29,
which is the tax under the short form,
because under this bill we are consider-
ing today the taxpayer must pay a min-
imum tax if it exceeds what his tax
would be under the regular income-tax
computation. In other words, a taxpayer
should follow the short-form computa-
tion made under the minimum-tax law
but if he is not satisfied with that com-
putation he may compute his taxes under
the regular income-tax formulas. But
he will be required to pay under which-
ever of these two formulas will produce
the larger tax. 4

You will notice from this chart that
the Victory tax computed under the pres-
ent law in the same kind of a case as
that illustrated would pay a tax of $38.50.

Generally speaking the minimum tax
will be a little lower than the Victory tax
but in some cases it might not work out
this way for the minimum tax has been
set up to take the place of the Victory
tax as nearly as possible but to relieve
the taxpayer of many of the complica-
tions and inconveniences that have fol-
lowed with the Victory tax.

Mr. CURTIS. Will the gentleman
yield?

Mr. JENKINS. I yield to the gentle-
man from Nebraska.

Mr. CURTIS. Is it true that an indi-
vidual with an income of $2,900 would
have less personal and family exemptions
than an individual in the same family
status who had an income of $3,100?

Mr. JENKINS. No. All taxpayers of
like marital status with like dependents
have the same exemption if they are
assessed under the same plan, regardless
of how much their taxeble income may
be. There is a difference if they are
assessed under different plans. They are
allowed $1,200 under one plan and $700
under another,

Mr. CURTIS. I will state it another
way. Isit true that the individual hav-
ing an income of less than $2,000 gets
a smaller personal family exemption?

Mr. JENKINS. Oh, no. These ex-
emptions stay the same to all if they are
assessed under the same plan. If, as I
have said, a person with $2,000 income
and is married with 2 children he
will have a married man’s exemption of
$1,200 and $350 for each child under
the regular income-tax plan. But if he
comes under the minimum plan he will
have a married man's exemption of $700
and $100 for each child. These exemp-
tions will be the same if he has a $3,000
income or a $1,500 income.

The CHAIRMAN. The time of the
gentleman has expired.

Mr. ENUTSON. Mr, Chairman, I
yield the gentleman 10 additional
minutes.

Mr. COOPER. Will the gentleman

¥ I yield to the gentle-
man from Tennessee.

Mr, COOPER. If I caught the gentle-
man's question correctly, what the gen-
tleman wants to know is whether or not
the exemption for the minimum tax and
for the income tax are the same, Isthat
the point?

Mr, CURTIS. Yes,
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Mr. COOPER. They are not the same.
The exemptions for income-tax purposes
are $500 for a single person and $1,200
for married persons, with $350 for each
dependent. The minimum tax, which
does not apply to anybody who is subject
to an income tax, the exemption for the
minimum tax is $500 for a single person
and $700 for married persons instead of
$1,200, and $100 for dependents instead
of $350.

Mr. JENKIINS. His questicn was, as
I understood it, whether or not there
was any difference between the exemp-
tions as the income went up. There is
no difference between the exemptions as
the incomes go up. If he decides to pay
his tax under the regular income tax his
exemption is $350 per child and $1,200 as
his marital exemption. This is the same
regardless whether his gross income is
$2,000 or $3,000.

Mr. CURTIS. No one pays the mini-
mum tax who would be liable for the
income tax.

Mr. JENKINS. I forgot to tell you
about this further feature. Whenever a
man makes this computation, if it de-
velops he is taxable under either plan he
must pay under that plan which carries
the greater tax. He cannot get out of
paying under the minimum plan just be-
cause he may not owe a tax under the
regular income-tax plan. Whichever
one is the greater of the two computa-
tions he must accept.

Mr, CURTIS. He pays the greater?

Mr. JENKINS. The gentleman is
right. He pays the greater,

Mr. Chairman, now I want to talk
about renegotiation and I cannot do it
adequately in a few minutes. Never be-
fore on the floor of this House have we
had a coemplete discussion of renegotia-
tion. Renegotiation is a comparatively
new proposition from a legislative stand-
point. It first came up for consideration
a little more than a year ago. We have
never even had a true consideration of
it in the Ways and Means Committee
until this year. This is a legislative mat-
ter that did not originate in the House.
The Senate added an amendment onto
a House bill. The central idea in the
renegotiation law was first furnished by
a Member of the House, and the idea was
then taken up in the Senate and an
amendment was added to House legisla-
tion. It was the gentleman representing
a Midwestern State who first proposed
the idea. I refer to the gentleman from
South Dakota [Mr.Casel. He is the real
author, he is the man who furnished the
first germ of thought out of which this
program has grown. 8Since this matter
has never been adequately discussed in
this House it is unfortunate that we must
crowd it so fast today. What do we
mean by renegotiation of contracts?
We mean that in 1942 Congress enacted
legislation that provides that in cases
where the Government has made a con-
tract for the production of materials or
food which the Government needed to
carry on the war that in case there was
excessive profits coming to the contractor
or subcontractor the Government could
renegotiate such contracts with the pur-
pose of recapturing some of these ex-
cessive profits. We are all in favor of
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preventing war millionaires, but we must
take these profits legally and according
to the Constitution.

Here is a provision of the law that has
been the base of much confusion and
I think much unjust and illegal actions.
‘Give attention as I read:

(6) This subsection (c) shall be applicable
to all contracts and subcontracts hereafter
made and to all contracts and subcontracts
heretofore made, whether or not such con=-
tracts or subcontracts contain a renegotia-
tion or recapture clause, unless (i) final pay-
ment pursuant to such contract or subcon-
tract was made prior to April 28, 1942,

Those who sought to eniorce the re-
negotiation law proceeded to renegotiate
contracts which contained no renegotia-
tion clauses and contracts on which the
rights of the parties had all been estab-
lished before the renegotiation law was
passed. They sought to violate con-
tracts duly entered into before the law
under which they were set up as a board
or group to do renegotiating. I main-
tain that this was unconstitutional and
absolutely unjustifiable.

Why do we need another renegotia-
tion law? We have this law of last year.
I will tell you why we need it. Because
it has been administered so shamefully.
It has been little short of a national dis-
grace the way the law has been admin-
istered. To what do I allude, you ask?
‘What did they do to call for such a casti-
gation from me? For days and days,
before our committee, fine American
citizens from all over the Nation, con-
tractors and businessmen, came in and
poured out before us their complaints
against the arrogance and the tyranny
of these individuals who sought to carry
on these renegotiations. Out of that has
come this new proposal. We here pro-
pose to amend the law of last year. This
bill before you is far from perfect; it is
not nearly as good as I would like to
have it, but it is the best we can do under
the circumstances. In it are some pro-
visions I should like to have seen omitted.
And there were some provisions that I
thought would have strengthened the bhill
greatly that I and others who agreed
with me were not able to have included.

If anybody should ask you what is the
main fault with this bill- I think you
should say to them that the main fault
is that it still gives too much discretion-
ary power to those who are to carry on
the renegotiations. We attempted many
times to write into the bill strong and
unambiguous language that would com-
pel fair dealing on the part of those car-
rying on these renegotiations but we were
thwarted and checkmated by those who
had brought down upon their heads the
anathemas of so many sorely aggrieved
Americans who had been unjustly im-
posed upon. I am not defending any
thieving contractor who might have
been defrauding the Government. I
think such men should be made to dis-
gorge and should be punished eriminally
if possible. I am only interested in see-
ing a man who contracted openly with
the Government be governed or treated
openly by the renegotiators.

Now let us see what we propose to do
by way of amending this law under which
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so much injustice has been done. In the
first place we establish a cut-off date be-
yond which this renegotiation business
cannot run. These fellows cannot run
on forever. This bill under consider-
ation provides that no renegotiation
shall be had on contracts entered into
after the end of the war.

Another provision of this bill tends to
curb the activities of these energetic gen-~
tlemen. I refer to the provision which
raises the limit from $100,000 to $500,000.
This will permit some of the little fellows
to escape. It will let most of the little
contractors out. Although the depart-
ments at first indicated their approval
of this change I understand that they
now see that some will escape their
clutches and wish this provision were
omitted. Personally I was not strong
for this change for I feel that anyone
who has been unjustly enriched should
pay up regardiess of whether the amount
of his contract was $100,000 or $500,000.
1 support this change because I feel it is
best to play safe against those who
have shown a disposition to be unfair.

One of the most salutary provisions of
this new bill is that provision which sets
up a fair court review. Bless your life,
when these so-called renegotiators went
into a contractor’s office and said they
were going to negotiate, about all they
would do would be to find out what the
businessman’s bankbook showed and
then they proceeded to demand about
all he had. Evidence before our com-
mittee and information that has come
to us individually will convince any fair-
minded man that threats open and cov-
ert were made in many cases and that
many men paid out millions of dollars
without knowing how the renegotiators
based their demands. Under the old law
the contractor had no relief. He had no
recourse and when he asked for a bill
of particulars as to why he was being
required to pay a large sum of money, he
was told that he had better pay and pay
quick else his money would be withheld
and he would get no more contracts.
And when he asked to be permitted to
take his case up with Washington he was
admonished that he would be far worse
in Washington. And as a fact I think
those who came to Washington fared
worse than those who quietly submitted
to the tactics of would-be officers of the
law.

That is about the way they dismissed
people. It was & national disgrace. I
do not make this statement as a partisan
Republican. I know that many, if not
all, of the members of the Ways and
Means Committee on both sides agree
with me. I have heard many of them
express themselves. I want to give credit
to them and to others who were able
to come right out in their own dignity
and American citizenship to assert them-
selves and say, “This thing must stop.”
Now we are trying to stop it. To this
end we provide a court review. Most
of those who complained were anxious
for a court review of some kind. What
we provide in this bill is not perfect but
it is a great step in the right direction.
‘We provide that a central board of five
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members be set up. These men are
to be selected from the departments of
the Government which enter into these
contracts. I preferred that they be civil-
ians from among businessmen and that
they be appointed by the President, Buft

it was thought best since this was to be '

a temporary board that it be constituted
much as the board is now set up. I hope
that none of those on the present board
will be reappointed. They should be
cleaned out. This bill provides that this
board set up rules of procedure © that
the public may know what to expect.
The board should do this at once and
notify every contractor of his rights
under these reénegotiation proceedings.
If this is done contractors may then
know their own rights and will know
tha they are not bound by the inspectors
who come to see them. This board will
also be charged under this law with the
duty of hearing aggrieved contractors
who are not satisfied with the decision
of the inspectors. This board is expected
to deal justly and is supposed to know
that Congress expects that the star-
cl.amber proceedings of the past must
not be carried on in the future, This
board has a great opportunity to redeem
itself. A strong board imbued with a
sense of fairness could carry this work
on to the satisfaction of the contractors
and to the financial benefit of the Gov-
ernment. If they clean house and con-
vince the contractors and the public that
they want to be fair most all of these
renegotiation matters will be disposed by
them and no further appeal will be made
by the confractors.

For fear that the Board will not take
the fair and conciliatory attitude that
the task requires, the committee has pro-
vided in this bill that the aggrieved party
may carry his case to the Court of Tax
Appeals for a review. This court will
then hear the matter de novo, as the law=
yers would say. That means the tax
court would hear it all over from the
beginning.

To summarize, the contractor can go to
the Board to review the findings of the
investigator, and he can go to the tax
court if he is not satisfied with the
Board's decision. Let me say to you that
already the investigators and the Board
have awakened fo the situation and there
has been a decided improvement in their
attitude toward the performance of their
duties in a courteous and just manner.

There is one feature of this bill that my
good friend the gentleman from Okla-
homa [Mr. DisNev]l touched lightly.
This is a very important matter. I think
that he and I agree on it completely.
I refer again to the matter of the uncon-
stitutionality of the retroactive features
of the present law, AsI have heretofore
stated the present law went into effect on
the 28th of April 1942, The Supreme
Court has repeatedly held that contracts
create property rights that cannot be
violated by retroactive provisions of laws
subsequently passed, The fifth amend-
ment of the Constitution provides that
property cannot be taken except by due
process of law. What is due process of
law is not yet in this country properly
determined by bureaucrats, That is
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strictly a judicial function and it is for
the courts to determine and I know that
these bureaucrats act as though they
own the Supreme Court, but I think this
Court will uphold such a long line of
illustrious decisions that have been
handed down on this question.

Personally, I should like to see this bill
cut off with April 28, 1943, But what
have these renegotiation authorities
done? They have taken millions and
millions of dollars out of people ille-
gally and unconstitutionally. Some of
those whom I think are among the
chief perpetrators sat before us in our
committee and acknowledged that they
might have done so. They have taken
millions and millions of dollars from
contractors. Some by renegotiation
and some by agreement. This raises
a serious question. Shall we speak up
boldly and compel restitution because of
the question of constitutionality or shall
we give to the aggrieved parties the right
to appeal. It we would take the course
that right and justice would dictate we
would enésurage all those who have been
thus renegotiated to demand refunds.
But since many of them have signed
agreement settlements probably the best
policy would be to side-step the constitu-
tional quéstion and permit all these con-
tractors to appeal their cases if they wish
to do so. That would include those who
have settled and paid as well as those
. who have not settled or been renego-
tiated. Someone might say “That man
ought to stick to his agreement.” I say
“no.” He ought not to be compelled to
stick to his agreement, because he had no
chance to know his rights and because
over here is his neighbor with the same
kind of a contract who has not yet been
renegotiated. That neighbor is going to
get the benefit of the provisfons of this
new law. The other man should have the
same chance. I say toyou that that man
who was renegotiated, figuratively at the
point of a gun, ought to have his day
of freedom, his day in court, and he
ought to be permitted to take advantage
of this law if he wants to do so.

Mr. GRANT of Indiana. Mr. Chair-
man, will the gentleman yield?

Mr. JENKINS., I yield to the gentle-
man from Indiara,.

Mr, GRANT of Indiana. With refer-
ence to the right of appeal de novo to
the Court of Tax Appeals, I commend
the subcommittee for writing that pro-
vision into the bill; but on the further
maitter of which the gentleman speaks,
to me the gravest omission in the bill
as presented to the House is the failure
to say in no uncertain terms that the
kill shall not apply to contracts that were
made and the goods delivered under it
before April 28, 1942, because the gentle-
man, who is an able and distinguished
lawyer, has just said that it is plainly
unconstitutional as to those cases. Some
of these days somebody is going into
court and this whole thing is going to
be declared unconstitutional, without a
separation of that part before the effec-
tive date of the law, and chaos and con-
fusion will follow.

Mr. JENKINS. I agree absolutely with
Arrogance

what the gentleman says.
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and tyranny carried on by bureaucrats
under the guise of patriotism is not safe
and not for the best interests of the
country.

The CHAIRMAN. The time of the
gentleman from Ohio has expired,

Mr. DOUGHTON. Mr. Chairman, I
yield 10 minutes to the distinguished
gentleman from Georgia [Mr. VINsON],

Mr. VINSON of Georgia. Mr. Chair-
man, I want to take this opportunity to
pay tribute to the distinguished chair-
man of the Ways and Means Committee,
our beloved friend the gentleman from
North Carolina [Mr. DoucEToN], and to
every member of that great committee,
for their fair and intelligent approach to
the important question of renegotiation
and the equitable manner in which it has
been handled, from the standpoint of
both the Government and the contractor.

The great chairman and his able com-
mittee are entitled to the thanks of the
House for having presented to us a great-
ly improved statute dealing with renego-
tiation. Conflicting views were recon-
ciled. They have done a good job under
most difficult circumstances, and a care-
ful analysis of the bill will readily cause
anyone who studies it to conclude that
it protects the Government and at the
same time is fair to the contractor,

The Committee on Naval Affairs, as
the Ways and Means Committee has gen-
erously noted in its report, has been con-
cerned for many years with the problem
of controlling profits on war contracts.

is concern led to a series of public
hearings, which disclosed huge war
profits already being made on war con-
tracts only a few months after Pearl
Harbor, and finally resulted in Congress
enacting the renegotiation law in an ef-
fort to control such profits. From the
very first there has been much discus-
sion as to the manner in which the rene-
gotiation law was being administered by
the departments, and there has been
pressure for its repeal.

The interest which the Committee on
Naval Affairs has always had in the ex-
panding procurement program of the
Navy, and the responsibility which we
have necessarily assumed for that pro-
gram, naturally caused us to be aware
of these discussions and this pressure.
We concluded that the questions which
had arisen were so grave as to require
an investigation by us into renegotiation,
and its administration by the Navy De-
partment and the other departments
which were given responsibility for the
operation ef the law. We made a care-
ful study of this, and held lengthy hear-
ings, at which representatives of the
Navy Department and of the other agen-
cies, as well as a cross section of busi-
ness, testified. Subsequently, the com-
mittee filed a report with the House, in
which all of the questions which had
been raised were thoroughly explored.
The committee print of this report was
made available to the members of the
Ways and Means Committee prior to the
time that that committee’s hearings on
the same subject began,

The Ways and Means Committee, in
the report which is now before the House,
came to three general conclusions with
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respect to renegotiation. It concluded,
first, that the law should be continued,
with amendments, until the termination
of hostilities. With this our committee
is in agreement. After a thorough ex-
amination of the question, we came to
the conclusion that renegotiation plays
so important a part in the obtaining of
the necessary articles of war at fair prices
to the public its repeal would be unthink-
able for the duration of the war. ;

Second, the Ways and Means Commit-
tee concluded that there is just ground
for complaint about the existing law and
its administration, particularly as ap-
plied to the small contractor. As one of
the amendments designed to relieve the
cause of such complaint, the Ways and
Means Committee has recommended that
an amendment be adopted exempting
from renegotiation contractors whose
annual renegotiable sales do not exceed
$500,000. We, too, felt that some hard-
ship cases had occurred, but we felt that
a recurrence of them could be prevented
by a more extensive use by the depart-
ments of their powers under the law to
exempt by administrative action con-
tracts which were not susceptible of
excessive contracts, rather than by statu=-
tory exemption. While this recommen-
dation of the Ways and Means Commit-
tee was disapproved by a majority of the
Naval Affairs Committee, I feel that it
should be accepted in the interests of
harmony. While it is not exactly what
we favored, its purpose is good aamd it
should be effective-in preventing hard-
ship to smaller contractors.

The minority report of the Ways and
Means Committee goes much further,
however, in its findings as to the hard-
ships imposed on contractors by renego-
tiation than do the majority reports of
either the Naval Affairs Committee or
the Ways and Means Committee, or, in
fact, than the minority report of our
committee. The minority report of the
Ways and Means Committee says:

The testimony before both committees is re-
plete with instances where those administer=-
ing the renegotiation law have been arrogant,
high-handed, and even tyrannical in dealing
with contractors and subcontractors. The
powers given them have, in a number of
instances, been abused. They have dis-
criminated as between different contractors,
allowing one a greater percentage than an-

other under the same or similar cireum- .

stances. Also they have used duress, direct
and implied, in order to secure the submis-
sion of contractors and subcontractors to
their findings. No review of their decisions
by the courts has been permitted. Countless
numbers of contractors have been harassed,
and their war work interfered with, by hav-
ing to go through the renegotiation process
only to be given a clearance in the end,
though at considerable expense to themselves.

I am not as familiar with the record
before the Ways and Means Committee
as perhaps I should be. I am familiar,
however, with the whole record of the
testimony before the Naval Affairs Com-
mittee. When the minority report of
the Ways and Means Committee says
that the record of our committee is re-
plete with testimony of the character in-
dicated, it is entirely contrary to the
facts. Members of our committee made
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& point of inquiring of witnesses who ap-
peared as to the manner in which they
had been treated by the renegotiators.
Without exception, the witnesses who
came before us testified as to the fair and
equitable manner in which the members
of the Price Adjustment Boards had
dealt with them, and praised them for
the competent and fair manner in which
they performed a difficult assignment.
Cur finding of fact as to the fairness and
competence of the Boards was unani-
mous, and our record bears no evidence
upon which the statement in the minor-
ity report of the Ways and Means Com-
mittee can be based.

Nor is there any valid basis for the
statement in that minority report that
the Boards did not permit review of their
decisions by the courts. If there has
been any limitation on the right to ap-
peal to the courts, that limitation has
been found in the statute itself, and not
ip the activities of the departments.
For the very reason that the present law
is not clear as to the existence of a right
of appeal to the courts, both the Ways
.and Means Committee and our commit-
tee have recommended the insertion of
a provision in the law specifically con-
ferring the right of appeal. We only dif-
fer as to the kind of an appeal that
should be allowed. The Ways and Means
Committee has recommended that re-
view of the Board’s decisions shall lie in
a8 de novo proceeding before the Tax
Court. While I am of the opinion that
an entirely new hearing by the Tax
Court, after the Board has already tried
the case and handed down its decision, is
wasteful of both public funds and man-
power, the important thing is to assure
some form of judicial review of the de-
partmental decision. So long as judicial
review of some sort is provided for, I am
not disposed to querrel over the form
that that review will take. Accordingly,
I urge that the Ways and Means Com-
mittee’s recommendation in this respect
be adopted.

The report of the Ways and Means
Committee, in its third general conclu-
sion, recommended that certain changes
in the law should be made to make it
more workable and equitable. Thus it
recommends an amendment requiring
the filing by all contractors of financial
information with the Board. Our com-
mittee also urged such an amendment,
finding that it was necessary to the effi-
cient operation of the law.

The report of the Ways and Means

Committee, as well as our report, con- .

cluded that it was only equitable that
the contractor should be informed as to
the facts upon which the determination
of excessive profits is made, and of the
reasons why the Board came to the con-
clusion that it did. The proposed bill
would require the Board, upon the re-
quest of the contractor, to furnish such
a statement to him. The absence of such
a requirement was one of the principal
defeets in the original law, and I think
it important that this defect be cured
now by the prompt adoption of this rec-
ommendation.

Under the old law, there was no fixed
time within which the departments were
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required to end a renegotiation proceed-
ing once it had been begun. It could
drag on indefinitely. This seemed to us
unfair, and we recommended that some
limitation be placed in the law. The
Ways and Means Committee has pro-
posed that the Board be required to bring
a renegotiation proceeding to a conclu-
sion within 1 year after its beginning.
This is an excellent amendment and
should be adopted. -

Another defect in the old law was that
excessive profits were defined as exces-
sive profits. No standards were placed
in the law which the departments were
required to follow in. the determination
of what were excessive profits. Our
committee felt that it was essential that
such standard be written into the law,
and on this point the Ways and Means
Commitiee concurred. The standards
which have been proposed in the bill now
before the House are, in the language
of the bill itself, similar to those which
I proposed in the Lill which I introduced.
They were designed to lay down definite
guideposts for the Board to follow, and
yet to give the administrators a certain
amount of needed flexibility in the oper-
ation of the law. While I agree with the
bill itself, I am somewhat disturbed by
language in the committee report, where-
in it is said that—

Your committee believes that in computing
excessive profits conslderation should be given
to the financial problems in connection with
recorversion in applying factor (g).

. The evidence before our committee
indicated very clearly that the problems
of post-war reconversion, though very
real and requiring prompt action by
Congress, were not susceptible of solu-
tion through renegotiation. I am afraid,
unless there is clarification of this point,
that the language in the committee re-
port may furnish seme basis for con-
struction by the courts of an intent on
the part of Congress to make allowances
for post-war reconversion in renegotia-
tion. As one Member of the House, I do
not mean my vote to indicate that. If

allowances for post-war reconversion are

to be provided through renegotiation,
then it should be done by direct language
in the bill, and not by the committee
report. Apart from this one qualifica-
tion, I favor the adoption of the stand-
ards laid down in the committee’s bill.
The Ways and Means Committee has
also recommended that the function of
renegotiation should be centralized in
one new board, rather than in the de-
partments themselves. Our committee,
in considering the problem, recognized
the desirability of having a uniformity
of approach on the part of all engaged
in renegotiation. We felt that this al-
ready had been attained by the volun-
tary and informal coordination which
the departments engaged in renegotia-
tion had achieved. It was our thought
that the creation of a formal joint board
would do no more than formalize an ar-
rangement which already existed. I see
no real objection to the creation by stat-
ute of such a board, since one already
exists by the voluntary action of the de-
partments. And since the board is to be
composed of persons selected by the
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heads of the procurement agencies to
whom the board’s powers of renegotia-
tion may be delegated, the proposed ar-
rangement preserves the close relation-
ship between procurement and renego-
tiation, which is one of the chief values
of Tenegotiation. Accordingly, that
amendment should also be enacted.

The report of the Ways and Means
Committee also recommends the adop-
tion of an amendment authorizing the
board to exempt from renegotiation con-
tracts for standard commercial articles,
where it appears that competitive condi-
tions affecting the price of such articles
already exist. This amendment merely
spells out in greater detail a power of ex-
emption already enjoyed by the depart-
ments. Since it does not require, but
merely authorizes, the discretionary ex-
emption of certain contracts in circum-
stances where fair prices will he ob-
tained without the need of renegotiation,
it does no violence to the principle of
renegotiation, and should be adopted.

With the principal conclusions and
recommendations of the Ways and Means
Committee I am in agreement.

Mr, MICHENER. Will the gentleman
yield?

Mr. VINSON of Georgia. I yield.

Mr. MICHENER. The _ gentleman
knows much about this subject. His
committee has gone into it extensively,
What can you tell the House as to the
amount of profits being allowed under
Navy war contracts?

Mr. VINSON of Georgia. I can say
to the distinguished gentleman from
Michigan that we have recently made a
complete analysis and an audit of every
ship, and by using the words “every
ship” I mean a combatant ship that has
been delivered to the Navy, that has been
finished, the contract closed, and it has
been delivered to the Navy. The result
of that shows that after renegotiation
and before taxes, the prevailing profit
made by the shipping industry per ship,
each one by its name, has been running
anywhere from 2 to 3 percent.

The CHAIRMAN. The time of the
gentleman has expired.

Mr. DOUGHTON. I yield 5 minutes
to the gentleman from Michigan [Mr,
DiInNgeLL].

Mr., DINGELL. Mr. Chairman and
members of the committee, I am not
going to take very much time in dwelling
on the bill except to say I shall vote for
it, I suppose, in the hope that it will
prove to be more of a revenue measure
than a relief bill. Under the ecircum-
stances, the bill constitutes the best ef-
fort of the committee. It is not my bill;
it is not the bill of any individual Mem-
ber. I do not think it is necessarily
the majority or the minority bill. I
think it is the composite work of the
committee, and under the circumstances
the best that can be had at the present
time. I thought possibly the bill might
extend a little beyond the figures which
it is expected it wil: produce, but that
was not possible; and my views did not
prevail. As @ consequence the bill is a
little short of what I thought was proper.
I advocated, as you recall, saving half
and raising half of what the Treasury




1943

requested.. But here we have a bill of
- upward of $2,000,000,000 and I still think,
even according to present-day calcula-
tions, $2,000,000,000 is an awful lot of
money, especially so when you tack it on
to what the taxpayer is expected to con-
tribute already. This is an additional
amount and will mean that ultimately
the taxpayers of the United States will
be called upon to pay $45,000,000,000 to
$47,000,000,000.
Mr, MICHENER. Will the gentleman
yield?
Mr. DINGELL. I yield to the gentle-
man from Michigan. i
Mr. MICHENER. My colleague has
suggested that his thought was that we
should raise half of the amount asked
by the Treasury and save half. I take
it, then, my colleague believes there can
be saved today in Government expendi-
tures one-half of $10,500,000,000 a year?
Mr. DINGELL. I think that is cors
rectly stated, provided we get ourselves
inte the right frame of mind as to what
the sourced are where thic money can
be saved. I do not think on the ordi-
nary running expenses of the Govern-
ment you can save that amount without
wiping out all of the running expenses
allowed for the conduct of the various
agencies. But you can save it, for ex-
ample, with the Army, with the Navy,
and probably in the construction of the
merchant ships. There is an awful lot
of latitude and maybe looseness, as I
think I brought out in the discussion
with the Budget . Director before the
committee, and only recently we find
that the Army did disgorge $13,600,000,-
000 previously appropriated. I hope
whatever I might have said at the time
to the Budget Director ultimately
reached the Army and might have had
some effect in bringing about this volun-
tary return of unexpended money. As
the gentleman from Michigan [Mr.
Micuener] knows, the Army and the
Navy, I believe, have appropriated and
have before them, or did have at the
time I examined Mr. Smith, the Budget
Director, $206,000,000,000 appropriated
and allocated and unallocated, or as he
stated, committed and uncommitted,
That amount at the current rate of ex-
penditure of $7,000,000,00) per month
was to carry the Army and Navy for up-
ward of 29 months. In my estimation
that amount of money piled up ahead of
the spenders encouraged looseness, It
encouraged the purchase of the entire
salmon production, so it was stated in
the newspapers. If encouraged the pur-
chase of the entire sauerkraut pack. It
encouraged the expenditure of $72,000,-
000 for the Pentagon Building, when
we in Ccngress allowed but $32,000,-
000.. It encouraged the construction of
27 bridges near the Pentagon Building;
the construction of 40 miles of roads; the
obliteration of one or two lakes in one
spot out there and creating a new lake
in enother spot. It also encouraged the
alteration of the entire northeastern
section of the State of Virginia in con-=
nection with this project, and it en-
couraged such loose practice as to cause
in Michigan recently the sale of $1,400,-
000 worth of standard tools which were
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sold as junk for $40,000 and then per-
mitted these same people fo sell back
these standard tools to the Government.

The CHAIRMAN. The time of the
gentleman has expired.

Mr. DINGELL. I ask for 5 additional
minutes.

Mr. DOUGHTON., Iyield 5 additional
minutes to the gentleman from Mich-
igan.

Mr. DINGELL. And it permitted these
same purchasers of those standard tools
to sell them back to the United States
Government as new tools. In addition
to that it encouraged the sale of a lot of
new machinery and equipment down in
Arkansas as junk or surplus material,
when it was not surplus at all. Only re-
cently we see where there is $130,000,000
expended for an oil pipe line or some-
thing or other up in Alaska that may or
may not be justified. My aim all the
way through has been to try to save
money that is being loosely spent and
that would have nothing to do what-
soever with the war effort.

Mr. MICHENER. I want to congrat-
ulate my colleague, the gentleman from
Michigan [Mr, DingerL] on the state-
ment he has just made because he is an
outstanding leader in his own party.

Mr. DINGELL. I thank the gentle-
man.

Mr. MICHENER. If I had made that
statement, it might have been charged
that it was a partisan statement. But
we will all be glad to read the gentle-
man’s statement as it is, because it is
true and it is fearless, and I am glad we
are to have the cooperation of the dis-
tinguished gentleman from Michigan in
an endeavor to stop this wasteful and
needless expenditure of public money.

Mr. DINGELL. I thank the gentle-
man,

Mr. MANSFIELD of Montana I
would like to ask the distinguished gen-
tleman a question on a particular part
of the bill before us for consideration to-
day. I have received a number of com-
munications from small independent
motion-picturc theater operators in my
State, calling my attention to the fact
that the theater tax has been raised 100
percent. Will this tax be paid by the
owners of moving-picture houses them-
selves or by the people who buy the ad-
mission tickets?

Mr. DINGELL. It will be paid by the
purchaser of the admission tickefs, I
might say it was.originally proposed at
200 percent, but the committee cut it in
two. However, the tax is expected to be
paid by the purchasers of the tickets.

Mr. MANSFIELD of Montana. Does
the committee feel that this is going to
increase the revenue considerably?

Mr. DINGELL. We were quite satis-
fied that that would not injure the reve-
nues; that there would be no diminish-
ing returns, and that the industry, under
the circumstances, could well stand the
increase.

Mr. MANSFIELD of Montana. I was
thinking of the people who pay this tax.
Does the gentleman think that this will
discourage attendance and bring about
less tax receipts from that source?
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Mr. DINGELL. I think I answered the

gentleman that there will be no decrease .

in the volume of revenues.

Mr. COOPER. Will the gentleman
yield?

Mr, DINGELL. I yield.

Mr. COOPER. My recollection is that
the increase in revenue is estimated at
about $163,000,000.

Mr. DINGELL. I thank the gentle-
man, and I yield now to the gentleman
from Arkansas. ;

Mr. NORRELL. I cannot support any
bill that provides exemption for married
men with an income in excess of $2,000
in one amount, and children in the
amount of $350, and then have those with
incomes less than $2,000 only receiving
exemption of $700 for a wife and $100
per child. Is that provision in this bill?

Mr. DINGELL. I am not going to go
technical in my answer to my friend. I
will say this to him, that I am in entire
accord with him with regard to exemp-
tions. If there is to be any preference
shown, I feel exactly as the gentleman
feels about married men with children in
the lower brackets. The greatest con-
sideration should be given there. How-
ever, the committee did the very best it
could under the circumstances.:

Mr. COOPER. Will the gentleman
yield?

Mr. DINGELL. I yield.

Mr. COOPER. As one who has had
the privilege and pleasure of serving on
the Ways and Means Committee for
many years with the distinguished gen-
tleman from Michigan [Mr. DingeLL] I
just want to testify to the fact that he
has been the leader throughout all the
years in insisting upon more generous
exemptions for dependents.

Mr. DINGELL. I thank the gentle-
man for his observation.

Mr. BREHM. Mr. Chairman, will the
gentleman yield?

Mr. DINGELL. I yield.

Mr. BREHM. Can the gentleman tell
us what is the maximum income which
g person may have and still come under
the minimum tax payment, as explained
by the gentleman from Ohio [Mr,
JENRINS]? :

Mr. DINGELL. I do not have the re-
port before me, but I think that is pretty
clearly covered in the report of the com=-
mittee.

Mr, MILLS., If the gentleman will
turn to pages 18 and 19 of the committee
report, that information is set out in
detail.

Mr. DINGELL. I thank the gentle-
man.

The CHAIRMAN. The time of the
gentleman from Michigan has again ex-
pired.

Mr. DOUGHTON. Mr. Chairman, I
yield the genfleman 3 additional minutes.

Mr, DINGELL. Mr. Chairman, I ask
unanimous consent to proceed out of or-
der for this 3 minutes.

The CHAIRMAN. Is there objection?

There was no objection.

Mr. DINGELL. Mr. Chairman, in
analyzing the action of the House on yes=
terday which placed the stamp of ap-
proval upon devestating and unve-
strained inflation, I deduct from the cold
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and merciless figures a clear and unchal-
lengeable tesult which places the stamp
of inflationist upon the Republican Party
of this Nation. The figures do not lie—
and they cannot now be expunged from
the REcORD.

The so-called sound-money party has
gone berserk, has become the inflationist
party, doing everything possible to bring
down the value of the American dollar to
the low level of the depreciated German
mark of the era which followed the last
war,

The figures gleaned from the REcOrRD
show that 178 Republicans voted for in-
flation and were joined by 98 Democrats
and 2 minority party members for a total
of 278, :

Against this attempt to scuttle the dol-
lar and the wrecking of the Nation
Democrats cast 100 votes, while Republi-
cans cast only 15, with minority party
casting 2, for a total of 117 votes.

Every Républican in this House except
15 voted for unrestrained decimating in-
flation, for the total depreciation of the
American dollar, for blowing the lid off,
and for high prices. By their vote in the
House yesterday the Members threw to
the hungry wolves of inflation more than
three-fourths of our population.

In industrial Michigan where the ratio
of urban-industrial population is even
greater than the rural-agricultural aver-
age of the Nation, you can well appreciate
the injustice to the consumer. What is
the explanation for this deliberate and
menacing move? Politics is the answer,
catering to the spokesmen for the organ-
ized minority farm group. The Republi-
cans must have forzotten their teachings
of past years about sound money, and
that the Nation and Michigan are pre-
ponderantly urban-industrial. Throw-
ing the worker in the cities to the wolves
at this critical time is not going to aid
the Republican Party—it will haunt and
destroy it.

This concerted action was not spon-
taneous—it was prompted by the party.
If you believe that you can fool the vast
majority of the people by your action
here yesterday, you are mistaken. The
inflationist label will show through your
party emblem. You will not be able to
obliterate or cover it when talking to your
people.

Mr. ENUTSON. Mr. Chairman, I
yield 5 minutes to the gentlewoman from
Ohio [Mrs. BorToN].

Mrs. BOLTON. Mr. Chairman, it is
my intention to bring to you one of the
provisions of this law—section 106—
which deals with personal exemptions
and credit for dependents.

On page 16, line 13, of the bill as now
presented under “(b) Credits for mini-
mum normal tax, subparagraph (D)”
there is this provision. I quote:

Married person living with husband or
wife: In the case of a married person living
with husband or wife, if a joint return is
filed or if one spouse has no gross income, a
Ppersonal exemption of $1,200; or if each hasg
& gross income and no joint return is filed,
& personal exemption of #8500, If a joint re-
turn is filed, the husband and wife shall re=-
ceive buty, one personal exemption of $1,200
in the aggregate. :
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Again, on page 17, line 18, “Credits for
minimum normal tax.”

On the face of it it looks innocuous
enough, perhaps, but on second reading
the thoughtful person immediately sees
the implications. Here is the whole
matter of mandatory joint returns up
again, and so camouflaged that most
people fail to connect the section I have
Jjust read with the determination of the
Treasury to force upon the people this
wholly distasteful and unwarrantable
tax provision,

Time and time again the Treasury
has attempted to bring about the pas-
sage of this mandatory joint returns
for husbands and wives living together,
men and women carrying the responsi-
bility of keeping alive the heart of
American life and freedom—the home.
Each time the people of the country
have expressed themselves, and each
time the Treasury effort has failed. The
sentiment of the country has not
changed. Indeed it is probable that
there is increasing awareness on the part
of both men and women of the implica-
tions of a law of joint income-tax re-
turns. Women are particularly aware
of the dangers lurking in the“shadows.
They know that it is a deliberate attack
upon their individual property owner-
ship rights and of their rights to indi-
vidual incomes. Men sincerely in-
terested in the security and independ-
ence of the women, both within and
without their own families, should be
equally alert to the situation.

I have said that the Treasury Depart-
ment has so far failed to impose this
procedure upon the people openly, now
they resort tfo new methods—methods
that cover their grim purposes with in-
centive payments.

To put the section of bill into simple
language. If a woman protects her indi-
vidual right to own property and to have
an independent income she is penalized.
She must pay an income tax of $500.

Her husband, too, if he respects her as
a person, must pay more than if both
of them agreed to abrogate so much that
women have struggled to obtain and to
return her voluntarily, mind you, to the
status of chattel.

A $200 bonus will be given for this
voluntary retrogression—this reaccept-
ance of servitude. Oh, no, they do not
have to file a joint return, but $200 is a
lot of money these days, particularly
when you have children. It may tempt
many. 3

And what about another angle? Can
the Treasury do without these many
$200 items? It was my idea that in-
creased taxes were sorely needed, and
that the committee has felt the people
were being pretty heavily squeezed.
Why should this special amount be re-
mitted when over and over the people
have declared themselves against it. Do
the people know now? Is the Ways and
Means Committee itself fully aware of
what has been tucked away in the pages
of this bill?

Let me bring to your attention the
procedure of the committee as I under-
stand it,

NOVEMBER 24

The committee ruled that no testimony
would be taken in open hearings relative
to mandatory joint returns. This barred
all opponents from expressing their
views—it barred all women. The reason
given was that the committee had heard
all necessary evidence in previous open
hearings. These hearings, if I remem-
ber correctly, were held in 1942. Since
then the membership of the committee
has very materially changed. I am in-
clined to believe that none of the new
Members have read those earlier hear-
ings, and that they would therefore have
no considered opinions in the matter.
Therefore, Mr. Chairman, open hearings
were in order if fairness and justice were
to prevail.

On July 17, 1942, after the last attempt
to introduce this method of doing away
with a part, at least, of private owner-
ship of property I spoke on this floor,
let me repeat it because it is still appro-
priate and pertinent even though the
open method of that time has given place
to considerable camouflage: ,

I share the conviction of many that the
Treasury has no intention of abandoning it
(the mandatory joint tax return) as a meas-
ure by which to secure additional tax
moneys,. * * *

We are waging war against a ruthless and
relentless enemy. It is not a war like any
other war for it is a war to the death in
every corner of the globe. Freedom is at
stake, and, gentleman, I would remind you
that women have more to lose than men
and, therefore, are more ready and willing
to sacrifice even than men, But sacrifice is
very different from acquiescence in a pro-
gram of retrogression, particularly when the
future status of the home is involved, and
the terms of the mandatory joint returns
are such as to put women back a hundred
years.

The women of America are being implored
to go onto the production lines, they are
being enlisted in noncombatant divisions of
the Army and of the Navy, all this, in addi-
tion to their first responsibility which is the
home and children. It is a strange psychol-
ogy that seizes upon this moment when in-
creasing demands are being made upon wom-
en’s energles to attempt time after time to
take from them thelr rights under the law.
It 4s strange, also, to pick ocut of the great
mass of women those who are married, who
carry the -heaviest responsibilities to the
future. It is so wholly un-American, this
penalizing those who successfully uphold the
most fundamental institution of our Amer-
ican way of life—the home.

I have no personal interest in the question,
so am free to speak frankly to you, not just
in the Interest of married women but in the
interest of women throughout the world.
Yes; it is as far-reaching as that, because
women everywhere watch what American
standards for women are, and if the pressure
of certain modes of thought is permitted to
bring the mandatory joint tax return prin-
ciple into being, women everywhere will feel
their burden heavier than they can bear.
The results of enactment would be incal-
culable.

I am well aware that there are many very
charming men who feel women unfitted to
own property, and, in a way, rather resent
the position of freedom under the law that
we have won. These are splendid allies for
any who would set the clock back, who are
perhaps unaware of the march of time and
the changes time and experience have
brought about.,
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Let me therefore remind you that a
nation’s progress can be measured in a great
degree by the status of her women. Women
are understood to be the largest owners of
property in the United States. Is this owner-
ship to be made a travesty for those who
are successful homemakers? * *

Let us not leng ourselves to an acuon that
would take from many group of women the
hard-won right of being persons under the
law at a moment when we must ask of that
very group, not only the sons some have
already given, but the further courage from
others to bear children for tomorrow’s
dawn. * = ¢

The women of America are ready to meet
material sacrifice with as great a courage as
is theirs in meeting the infinitely greater one
of giving their men who are their very lives
that America may save the world. Have no
doubt of the women; they will not fail you,
nor will they fail tomorrow’s world. But I
charge you to keep faith with that same
future by refusing to be party to retrogressive
action no matter when it may come before
you. Let us keep faith with America and so
with the world.

The moment has again come.
will you do with it?

The CHAIRMAN. The time of the
gentlewoman from Ohio has expired.

Mr. KNUTSON. Mr. Chairman, I yield
such time as he may desire to the gen-
tleman from Indiana [Mr. GraANTI,

Mr. GRANT of Indiana. Mr. Chair-
man, I want to confine my brief remarks
to the subject of renegotiation of war
contracts and that part of the pending
bill that touches upon that act. Back
in the month of June 1943 the Naval
Affairs Committee, of which I am priv-
ileged to be a member, held extensive
hearings on this important subject.
That committee is charged with the re-
sponsibility for legislation relating to the
Navy Department and, of course, one of
its major concerns was the greatly ex-
panded procurement program which has
been a necessary incident to the war-
time expansion of our armed forces.

Following the conclusion of those
hearings before the Naval Affairs Com-
mittee, both a majority and a minority
report were written. I happen to be one
of six who signed the minority report
from that committee, and I commend
that minority report to your careful
study and attention., It sets forth, in
my opinion, in very persuasive form, the
objections to this act as presently ad-
ministered that I shall endeavor to
touch upon in these remarks.

In the early days of the expansion
program of our Army and our Navy, we
found that we required everything at
once. Ships and planes and tanks and
guns and thousands of other articles of
war were needed immediately. And
they were demanded in quantities never
before dreamed of. Speed was the order
of the day. Nothing else counfed. Our
manufacturers ripped their old machin-
ery out of their plants and in many cases
left the empty shell of a building re-
maining, The Government provided or
furnished the means to provide new ma-
chinery and set up our industry in the
business of making tools of war.

Manufacturers took confracts to make
items that they had never seen before,
items that they had never heard about.

What
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Under the stress of the moment, the need
for speed, and the unheard-of quantities
that were required, it naturally followed
that neither the procurement officers of
the Government agencies nor the manu-
facturers themselves could have any
definite ideas as to unit costs in such a
program. But costs were not the prob-
lem of the moment. Working men and
women and management alike worked
around the clock, 24 hours a day and 7
days a week, and turned out the greatest
flood of tools of war that this world has
ever seen. That never-ending supply of
planes and tanks and guns and ships,
manned and supported by the manpower
of America and her allies, has brought
about the turning point in this war.

Very shortly afier Pearl Harbor it was
realized that the guesses and estimates—
and they were no more than that—upon
which war contracts had been let were
leaving excessive profits in many cases.
Many times it had been stated that we
wanted no war millionaires created out
of this war. Everybody was and is in
agreement on that.

At that time our excess-profits rates
were on a graduated basis ranging up
to something around 60 percent. It was
agreed that for the purpose of these war
contracts that that was insufficient. On
April 28, 1942, the Sixth Supplemental
National Defense Appropriation Act of
1942 became effective. Section 403
thereof provided for the renegotiation of
war contracts. Everyone was in sym-
pathy with the purpose of that section.
It had a worthy objective, it was based
on good intentions, and it had the sup-
port of many good and sound business-
men. It had the support of most of the
leaders of industry because none of them
wanted to be known as a war profiteer—
no one of them wanted to make inordi-
nate profits out of the war.

The 1942 Revenue Act came along
later in that year and raised the cor-
porate excess-profits taxes to a high of
90 percent, with an 80-percent ceiling
on over-all Federal income taxes. The
act further provided for a post-war re-
serve equal to 10 percent of the excess-
profits taxes paid. This was intended in
part to help cushion the shock of recon-
version back into peacetime business.
However, the act of the Price Adjust-
ment Boards in renegotiating war con-
tracts on a before-taxes basis has thereby
extinguished this 10-percent reserve. In
other words, the interpretation and ad-
ministration of renegotiation has to that
extent nullified the reserves that Con-
gress wrote into the 1942 Revenue Act.

The minority report of the Naval Af-
fairs Committee made six specific rec-
ommendations which I shall discuss
briefly.

First. The “recapture” provisions of
the Renegotiation Act should be re-
pealed as to contracts made after De-
cember 31, 1943, Even if we are to as-
sume for the purposes of this argument
that renegotiation was justified at the
outset of our big procurement program,
the fact remains that certainly the pro-
curement agencies of the War and Navy
and other departments concerned should

‘ings before taxes.
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now have had enough experience in the
letting of contracts to do a reasonable
and businesslike job in the letting of fu-
ture contracts. Some of the procure-
ment programs have already been dras-
tically curtailed and at least so far as
the experimental part of our procure-
ment program is concerned, the workers
and the management of American in-
dustry have brought us “over the hump.”
It should no longer be necessary to let
procurement contracts on guesses or on
a hit-and-miss basis such as was neces-
sary 4 or 3, or even 2 years ago.

Let us dispense with renegotiation for
future contracts. Let us quit requiring so
much of the time and effort of American
industry to comply with the wants of
the numerous Price Adjustment Boards.
One large manufacturer has offered to
make airplanes at a cost to the Govern-
ment of 10 percent under any competitor,
if the company he represents can be re=-
lieved of the expense and the time con-
sumed in renegotiation. Certainly we
have had enough experience by now that
we can ascertain costs with reasonable
certainty and then let an effective ex-
cess-profits tax rate do the job.

Second. As we pointed out in the mi-
nority report of the Naval Affairs Com-
mittee, there is no such thing as profit
before taxes. There are earnings hefore
taxes, but the only profits that the stock-
holders of a company can actually claim
as their own are those profits that re-
main after setting aside the amounts
estimated for the State and Federal tax
collectors. There is the further fact that
the act of renegotiating before taxes
works to the benefit of those old line
companies that have favorable bases on
which to compute excess profits taxes,
Take the case of two corporations work-
ing side by side, both with the same earn-
If the Price Adjust-
ment Boards continue in their determi-
nation to give no consideration to the
amounts of estimated taxes, it can but
mean that the corporation with the
favorable tax base is going to fare much
better than its competitor, even though
the two companies concerned are pro-
ducing the same item at the same unif
cost.

Third, The Price Adjustment Boards
have refused to make any allowances for
reserves for reconversion. As I stated
before, many companies actually ripped
out their peacetime machinery and the
Government supported them in setting
up their business for the making of tools
of war. The Government said, and
rightly so, that the costs of such conver-
sion into war business were properly an
item of cost that might be passed on to
the Government. But that same Gov-
ernment will not allow that same con-
tractor in the renegotiation process a
single dollar as a reserve as against the
day when the process is reversed and the
company concerned must reconvert into
its peacetime business. The Government
must not make it impossible for private
industry in this country to meet the crit-
ical demands of that period of rehabili-
tation that will follow the cancelation
of war contracts.




9940

Fourth. As to those items upon which
sufficient experience has not yet been ob-
tained to accurately determine costs, it
iz felt that “target contracts” can supply
adequate protection to both Government
and the industry concerned. In other
words, a periodic reconsideration, say ev-
ery 3 or every 4 months, of the unit cost
of the items concerned for the ensuing
period.

Fifth. We recommended that the law
be amended so that it be specifically un-
derstood that renegotiation was not in-
tended to apply to contracts made and
articles actually delivered before April
28, 1942, Certainly it cannot be con-
tended that an act which alters con-
tracts previously made and upon which
deliveries have been completed, is by any
streteh of the imagination constitutional
and valid. The case of the aircraft car-
rier Hornet, as pointed out in our report,
is an example of the extremes to which
the interpretation of the retroactive fea-
tures of renegotiation have been carried.
The Hornet had been completed, deliv-
ered, joined the fleet, and had launched
the only airplanes that have bombed
Tokyo, all before the Renegotiation Act
was on the books. Even the 6 months’
guaranty period that follows delivery,
and within which the Government holds
back the final 10 percent of payment,
had expired 8 days before the Renego-
tiation Act became effective. However,
the Government had not. gotten around
to paying that final 10 percent and on
that single thread claimed the right to
renegotiate that contract. It is very in-
equitable to subject the contract or con-
tractor to the process of renegotiation on
a contract that had been completed be=-
fore the law was enacted, but upon which
the Government had delayed in making
final payment.

Our position that the retroactive fea-.
tures of this law ought to be repealed was
fortified by the possibility that the con-
tinued application of the retroactive fea-
tures may some day result in a judicial
declaration that the whole renegotiation
process is not divisible and is unconstitu-
tional and void in its entirety.

Sixth. In concluding our minority re-
port, we reemphasized our agreement
with the majority that, subject to the
safeguards of national safety involved,
the price adjustment boards should make
full disclosure of the reasons prompting
action in every case. Such disclosure
would go a long way toward relieving the
suspicion that arises in some cases that
nothing more than arbitrary action of the
members of the board has governed them
in arriving at a decision. We further
concluded that the law must protect the
citizen in his inherent right to resort to
the courts, and I am glad to see such a
provision incorporated into the pending
amendments, |

The price adjustment boards of the
different departments involved in rene-
gotiation have made much of-their claim
of the billions that have been recaptured.
It should be pointed out that roughly
three-fourths of all of these sums would
have been gathered by the tax collector,
even if renegotiation had not entered the
picture. As I have pointed out, the early
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contracts of the war were mostly a mat-
ter of guess. However, contracts that are
let today ought to be predicated on sound
business prineiples, and on these present-
day contracts no pride should attach to
any future announcement of moneys re-
captured. Certainly it would be nothing
more than an admission that the pro-
curement officers qf the governmental de-
partments involved have just missed the
boat by so many dollars, and, in the face
of 2 and 3 and 4 years of experience, are
still unable to do a reasonable, business-
like job.

Mr. ENUTSON. Mr. Chairman, I
yield such time as he may desire to the
gentleman from Michigan [Mr, JoNK-
MAN].

Mr., JONKMAN, Mr. Chairman, it is
my understanding that this bill will
reduce the area of renegotiation of war
contracts as follows:

First. By increasing the existing ex-
emption of $100,000 to $500,000.

Second. By exempting agricultural
products.

Third. By narrowing the definition of
subcontracts to include only those
articles to become a component part of
the final production.

Fourth. By exempting all subcon-
tracts under exempt prime contracts and
subecontracts.

Fifth. Providing for the discretionary
exemption of standard commercial arti-
cles, as defined in the bill in cases where
competitive conditions have been re-
stored.

Bixth. By establishing a new war con-
tracts price adjustment board of five
members representing the Treasury,
War and Navy Departments, the Mari-
time Commission, and the Reconstruc-
tion Finance Corporation, in the nature
of a board of review. This board will
review, on petition of the contractor,
decisions of the departmental boards.

From these proposed amendments it
is quite evident that the Ways and Means
Committee realized that the present Re-
negotiation Act is not carrying out the
will and intent of Congress. I think it
may also be said that the committee
was and is cognizant of the fact that the
maladministration of the law presents a
serious menace not only to our form of
government, but to our economy. In
fact, I have heard members of the com-
mittee from both sides of the aisle ex-
press great concern as to the ultimate
effect of the administration of the act if
carried to its logical conclusion on our
system of government and our free insti-
tutions.

The proposed first four amendments
are of minor importance, and while they
may bring relief to a certain degree for
a very limited number of war contrac-
tors, I believe it will be inconsequential.

The fifth proposed amendment would
provide a remedy for a large class of con-
tractors manufacturing standard com-
mercial articles. However, the fact that
this relief is made discretionary with the
boards presents the same evil inherent
in the present set-up—namely, that it
imposes a government by men instead of
a government by law,
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The same vice inheres in the pro-
posed sixth amendment providing for a
board of appeals. The appeal thereby
provided will be from the individual
board which renegotiated the individual
contract to a combination of such
boards, all and each of whom function
as original boards in similar renegotia-
tion of war contracts. Inasmuch as the
greatest criticism of these boards is and
has been that they are supplanting gov-
ernment by law with government by men
in the renegotiation of contracts, it is
but natural to assume that on such ap-
peal the war contractor will meet the
same fate that was meted out to him by
the board of original jurisdiction. Un-
der the very theory of the renegotiation
of contracts, these boards must har to-
gether or they will hang separately. I
say, therefore, that while in theory these
amendments may appear to offer re-
medial legislation, in essence the same
weakness and fallacy still remains. And
while the contractor may, by the pro-
posed amendments, gain some relief
from the vices of the renegotiation law,
in reality he is still the victim of abso-
lute dictatorial domination from the
very agencies with whom he first entered
into contractual relations.

The truth of the foregoing statements
is easily proved by a brief analysis of the
renegotiation law and the history of its
apolication during the past 18 months.

Renegotiation of certain war contracts
was provided for in section 403 of the
Sixth Supplemental National Defense
Appropriation Act of 1942 in April of
that year. It wasintended to accomplish
a very wholesome objective. This objec-
tive was to prevent unconscionable prof-
its and profiteering on war contracts by
providing for the renegotiation of those
contracts in which excessive profits were
being realized or likely to be realized.

The act provides in subsection C—

The Secretary of each department is au-
thorized and directed, whenever in his opin-
fon excessive profits have been realized or
are likely to be realized from any contract
with such department or from any subcon=
tracts thereunder, (1) to require the con=-
tractor or subcontractor to renegotiate the
contract.

In plain words the purpose of the law
was to afford a special remedy against
fraudulent war profiteers. Its function
was to supplant an action in tort or fraud
for the recovery of unconscionable and
fraudulent profits, which court action in
fraud constituted the only remedy for
the recovery of such fraudulent profits
in World War No. 1. This class of ac-
tions had dragged out so indefinitely that
one of them at least dragged on for 25
years and was disposed of about the time
of the passage of the War Contracts Re-
negotiation Act. This Renegotiation Act
in itself constituted a radical departure
from the fundamental principles of con-
stitutional government. Even the Hon-
orable Maurice Karker, Chairman of the
War Department Price Adjustment
Board, described the renegotiation law
as a dangerous and un-American stat-
ute. Instead of the war contractor who
is suspected of fraud having the oppor-
tunity to meet the charge and issue on
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that charge in the courts, as guaranteed
by our Constitution for over a century
and a half, the renegotiation law placed
the determination of that issue in the
hands of those with whom he had made
the contract who were the opposite par-
ties to the contract but who were, under
the law, made the final judge, jury, and
executives on that issue and its result-
ant dispositions and enforcement. In
other words, it constitutes plain and un-
varnished government by men instead of
government by law.

Nevertheless the exigencies of the sit-
uation caused by the sudden plunge of
our Nation into the greatest war in all
history, requiring mass production on a
scale never contemplated even by our
mass producers, perhaps justified such
an extraordinary remedy under the cir-
cumstances of the then existing national
emergency. In all cases where the con-
tractor is making an exorbitant profit
on war materials, either because fraud-
ulent advantage is taken of the Govern-
ment, which, of course, amounts to actual
fraud, or whether it be through inad-
vertence, inefficiency, or negligence of
administrative officials, where, althcugh
there might be no actual fraud on the
part of the contractor, it would amount
to constructive fraud, there should be
machinery to correct the wrong and
prevent undue Government loss. And
so I say that even though it was a dan-
gerous and un-American statute, I be-
lieve that under the circumstances it
had the general approval of the Amer-
ican people, providing that this remedy
of renegotiatiop was confined to the
purpose of the legislation and applied
only in those cases in which eXcessive
profits were realized as a result of ac-
tual or constructive fraud. However,
this drastic remedy has not been con-
fined by the renegotiation boards to war
contracts yielding exXcessive profits, in
other words, unconscionable and fraud-
ulent profits, The opportunity for this
abuse by the renegotiation beards was
made possible largely by the enactment
a few months later, and about the time
that the renegotiation boards began to
function, of the 90-percent excess-profits
law, which provided that all profits on
war contracts in excess of the basic
earnings of the contractor, as measured
by his average earnings from the years
1935 to 1939, should be subject to an
excess-profits tax of 80 percent.

It must be borne in mind that the term
“excess profits” in the tax law has a
different connotation than the term “ex-
cessive prefits” in the renegotiation law.
The former contemplates profits in excess
of a certain amount; in this case profits
in excess of the average annual earnings
over a given period before the war.
These excess profits may inure from the
operaticn of three 8-hour shifts instead
of only one 8§-hour shift before the war,
entitling the war contractor to from two
to three times its normal income, or there
may be many other legitimate increases
in the volume of business, resulting in
increased but legitimate income for the
industry. This increased profit, as long
as it is not unconscionable profit, is the
excess profit contemplated by the excess-
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profits tax. Although this excess prefit
is considered honest anc¢ legitimate, the
tax law provides that being business as
well as its consequent profit flowing from
the war it shall not be retained, but 90
percent of this excess profit shall be re-
covered by the Government through the
excess-profits tax. 1

This is the vital distinction. Excess
profits are legitimate profits in excess of
those previously earned, while excessive
profit refers to marginal profit on articles
which are priced too high and amount
to actual or constructive fraud or goug-
ing of the Government.

The failure to make this distinction is
the glaring vice of the renegotiation bu-
reaus. It was the function of the rene-
gotiation boards to recover excessive
profits and the function of the Treasury
Department to collect in taxes 90 per-
cent of excess profits. Had the renego-
tiation boards confined renegotiation to
those contracts involving excessive or
unconscionable profits, it would not only
be carrying out the will and intent of
Congress but it would have proved a
wholesome measure to effect those in-
tents and purposes. Not only that, but
it could continuously be functioning
alongside the excess-profits tax, each in
its proper field—the one to prevent prof-
iteering and the cother to recapture legiti-
mate profits resulting from increased
industry and business flowing from the
war. However, as is the case with much
other wholesome and efficient legislation,
maladministration of the officials has
created far more vicious evils than those
which were sought to be corrected, for
instead of confining themselves to thuse
war contracts in which excessive profits
were being realized, the Price Adjust-
ment Boards immediately proceeded to
renegotiate all war contracts. In other
words, they invaded and operated in the
field reserved exclusively for the Treas-
ury Department and renegotiated excess
profits. The very high rate of taxation—
to wit, 80 percent—made it easy for them
to intimidate the honest contractor by
saying that 90 percent of his profits
would be taken from him, anyway, under
the excess-profits tax, and thereby
muleting him of that, together with the
slicht margin constituting the other
10 percent.

To give a specific example, I know of
a firm, and it is typical, having basic
earnings of $425,000 per year. In 1942,
by running three shifts most of the time,
their earnings were $500,000 additional.
The renegotiation board coolly told them
that they would settle for $250,000, or
one half of the excess profits. The firm
settled. Here then the renegotiation
board was deliberately mulcting the
United States Treasury out of $225,000
which would have been paid as eXcess-
profits taxes, and the company out of
$25,000 which it would have been per-
mitted to retain as legitimate profits
except for this usurpation of authority.
It is not difiicult to understand and ap-
préciate the company's claim that this
slight margin of $25,000 was necessary
for them to meet their normal dividends
and provide reserves for post-war con-
version; and that as a result of renego-
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tiation they felt compelled to lower their
dividends. The renegotiation boards
themselves admit that of the $4,000,000,-
000 they had recovered by renegotiation,
70 percent or two billion eight hundred
million would have been collected by the
Treasury Department at all events. This
leaves but one billion two hundred mil-
lion, and the guery is as to how much of
that sum they have wrongfully taken
from war contractors as excessive profits
when in reality they constituted legiti-
mate excess profits. This latter sum also
undoubtedly includes the huge sums vol-
ur.tarily returned by war contractors be-
fore and without renegotiation.

Be that as it may, by wrongzfully in-
vading and raiding the field of the Treas-
ury Department in the collection of ex-
cesc-profits taxes, they have not only
mulcted the Treasury Depertment, but
hove cast an undue onus and odium on
the war contractor, making excess al-
though legitimate profits, and under this
duress have mulcted him as well. They
have stigmatized him as a war profiteer,
penalizing him accordingly, whereas he
was a patriotic American, willing to work
harder and contribute the proceeds of
his efforts to the war effort through the
American principle of taxation.

In conclusion I wish to say that while
the amendments proposed by the Com-
mitiee on Ways and Means may give
some relief, they do not at all reach the
core of evil inherent in this dangerous
and un-American statute, I believe that
the war effort and the general welfare of
the American people can be best bene-
fited by H. R. 2698, being the bill intro-
duced for repeal of the renegotiation law.
The present law, because of its malad-
ministration, cannot be patched or
amended to prevent the destruction of
our free institutions. It must be rooted
out entirely and we must make a fresh
start.

In reply to those who have the temerity
to say that this repeal bill is for the
benefit of those who would make millions
in the nature of corporate profits out of
the war effor?, I say that I, as much as
they and more, want to prevent the crea-
tion of war millionaires, but I do not be-
lieve in burning the house to catch a
rat. If the renegotiation law is repealed,
renegotiation could be placed under the
jurisdiction of a board independent of
the departments which are parties to the
original contracts; for instance, the Bu-
reau of Internal Revenue. Then there
would be no incentive to raid the field
of excess profits, as the Treasury Depart-
ment would have no object in mulcting
itself, but would confine itself, as the law
intended, to those contracts in which
excessive or unconscionable profits are
being realized.

I could mention a dozen or more vices
flowing from the present dangerous and
un-American statute. The way in which
it is administered simply does not fit into
the American way of life, even in war-
time. Let it suffice to say here that the
renegotiation law, as the aforesaid facts
show, has been distorted into an uncon-
stitutional delegation of the taxing power
to these boards and is supplanting our
American system of taxation with the
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arbitrary, discriminatory confiscation of

totalitarian dictatorship. Some time
fago the newspapers carried a story of
an alleged claim by the administration
that corporation taxes were eight hun-
dred million less for 1942 than they were
in 1941, From the foregoing facts it is
¢lear that they were in reality at least
$2,000,000,000 higher, only they were col-
lected differently, It is high time that
the Congress courageously recaptures the
taxing power, lest it be lost to them and
the people forever.

Furthermore, unless we repeal the law
and enact legislation confined to its ob-
jectives and purposes against exXcessive
profits, we will destroy private industry
by robbing it of the funds necessary for
conversion when the war shall have been
won, thereby destroying millions of jobs
for our homecoming soldiers and those
who must leave war production jobs for
civilian employment. 2

Most of the Members of Congress and
most of the American people are aware
of the machinery to change the Ameri-
can way of living, to destroy the Ameri-
can capitalistic system. The renegotia-
tion-of-contracts law, regardless of its
former efficacy, is at the present time
one of the most promising mediums for
those who are seeking .the objective of
taking over the economy of the country
and establishing a socialistic’ or collec-
tivist scheme of government in these
United States.

Mr. KNUTSON. Mr. Chairman, I yield
such time as he may desire to the gentle-
man from Wisconsin [Mr. SAUTHOFF],

Mr, SAUTHOFF. Mr. Chairman, we
have before us for consideration a bill
to provide increased revenue for the year
1944. It is to be regretted that because
of a closed rule amendments to this
measure cannot be offered ¢ the floor of
the House. It is also to be regretted that
no appreciable effort has been made to
drain off some of the surplus funds in
the hands of the consumer.

The time to get money is when there is
money, and at no period in the history
of the United States has there been so
much money in the hands of the tax-
payer. We cannot hope to collect any
of this money when the flush times have
passed and we are once more struggling
with the problems of unemployment. It
seems to me that it would have been a
far more realistic view of our problem to
have made a serious effort to help pay for
the war by increased revenues., The
present bill is not adequate. If I had
mysway and could pass any measure I
saw fit, I would make it a law that the
minute war is declared personal incomes
should not exceed $1,000 net per month
and that no gifts could be made in ex-
cess of $100,000 by any taxpayer. In ad-
dition to the above, I would establish a
maximum percent of profits which could
be earned by anyone, taking the excess
over such amount for revenue for the
payment of war obligations, and last but
not least I would create a board which
had the power to maintain a satisfactory
relation and standard involving wages,
commodity prices, and profits, as all three
are interlocked and cannot be considered
piecemeal in times of war emergency.
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Perhaps it is an indication of the pres-
ent appraisement of values when we see
a resolution slumbering since last Feb-
ruary in the Committee on Foreign Rela-
tions providing for the feeding of the
starving children of the occupied coun-
tries of Europe; also there has been
slumbering in the Committee on Agri-
culture since last May a resolution em-
powering that committee to investigate
the profits of all middlemen dealing with
foods, and no action has been taken on
either resolution, but when whisky got
scarce in the District of Columbia there
was a rush made to investigate the rea-
son for the scarcity with a view tc taking
appropriate measures to relieve the thirst
of the aflicted, and yet mothers of small
children can go through the stores of the
city of Washington and not find heavy
underwear ‘or the cold months. But
that is not of any importance—at least
not nearly as important as the lack of a
quart of whisky. I think it is time that
we readjusted our sense of value: and
considered first things first.

I am opposed to this bill, and shall vote
against it, although I know that there
will be no opportunity to be recorded in
a roll call.

Mr. KNUTSON. Mr. Chairman, I
yield such time as he may desire to the
gentleman from Iowa [Mr, HOEVEN].

Mr. HOEVEN. Mr, Chairman, with
the power to tax there is the power fo
destroy. Apparently, the Ways and
Means Committee of this House is lend-
ing its best efforts to curtail and at least
partially destroy such a vast and im-
portant public service and utility as the
Postal Service.

The Post Office Department is not a
revenue-raising institution for the gen-
eral purpose of defraying governmental
expenses, It is the Nation’s largest busi-
ness institution and has been permitted
to function as sucihh for over 150 years
unhampered by those who would seek
to make it another revenue-raising
agency for the general purposes of the
Government., There, therefore, seems to
be no justification for the action of the
Ways and Means Committee in voting its
approval of postal rate increases. If
simply acted in haste and without much
consideration for the facts. Postal rate
cahanges seem to have been picked out
from nowhere. On one day the commit-
tee voted approval of a 3-percent tax on
parcel post, 2 days later it approved an
increase in the first-class rate from 3 to
4 cents and 24 hours later canceled this
proposed increase. Certainly no careful
consideration or study of the existing
rates, or of the experience and processes
of the past which led to their establish-
ment, served as a basis for the rates now
proposed. I also doubt very much
whether the Post Office Department has
been consulted about this matter.

The Committee on the Post Office and
Post Roads of the House is, in reality,
the board of directors of the Post Office
Department and is so regarded by the
Department. The need for increased
postal rates should be determined by that
committee with the sole purpose in mind
of putting the Post Office Department on
a sound financial basis as the Govern-
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ment's biggest business venfure and
should not attempt to bleed it for gen-
eral taxation purposes without any re-
gard for the future and the welfare of
the Postal Service itself.

Out of a total estimated yield of
$1,901,000,000 in excess revenues voted by
the committee, postal rate changes are
estimated to produce $175,000,000. In
1932, when postal volume and revenues
dropped to $588,000,000, the Post Office
Department suffered a deficit of $206,-
885,000. Agitation at that time for-
higher postal rates to save the taxpayers
this expense was defeated by the argu-
ment that the deficit could only be wiped
out by maintaining low rates and build-
ing up postal volume and revenues. Time
has proven the scoundness of that argu-
ment.

In 1942, with the same low rates exist-
ing in 1932, revenues had increased to
$889,817,000 and the deficit was reduced
to $11,825,000, a saving to taxpayers of
$195,000,000. For the fiscal year 1943
revenues are estimated at the all-time
high of $961,059,690, with an all-time low
deficit of only $3,543,122, notwithstand-
ing Postmaster General Walker’s own
statement that additional revenue
amounting to $103,000,000 would have
accrued to the service if all governmen-
tal departments and agencies had been
required to pay postage on their free
penalty mail as proposed under the
Burch bill, With this additional revenue
the service would have shown a profit of
nearly $100,000,000. These figures, and
experience speak for themselves. Low
postal rates encourage mailings and pro-
duce larger volume, higher revenues, and
higher profits. Higher rates discocurage
mailings, reduce volume, and lower reve-
nues and create deficits.

In 1917 Congress increased the penny
postcard rate from 1 to 2 cents. The
postecard had been producing a normal
revenue of $20,000,000 a year. With a
raise to 2 cents, the Post Office Depart-
ment not only did not get the increase
anticipated but the revenue dropped to
$10,000,000. I predict that if Congress
once more unwisely adopts the higher
rates recommended by the House Ways
and Means Committee, mailings and
revenues in each class of mail and service
affected will fall off to such an extent
that, not only the additional revenues
anticipated from the increase will not be
produced but the actual postal revenues
will be less. And the Government will
have less revenue at the close of its fiscal
year from the Postal Service than it
would have if present rates are retained
and postal volume and revenues are per-
mitted to expand.

No department of government is closer
to the people than the Post Office De-
partment. It comes in contact with
the people daily. They want efficient
service and as low postal rates as possible
commensurate with such efficient service.
I am sure that the people of the country
do not want to see the Postal Service used
as another taxation agency. When we
once dig into the Post Office Department
for revenue to carry on all the general
functions of government, the temptation
immediately arises to continue this pro-



1943

cedure until finally the Postal Service is
entirely destroyed and it simply becomes
another agency of taxation. We should
not disturb the structure now that has
withstood the pressure of 150 years.

Mr. ENUTSON. Mr. Chairman, I
yield such time as he may desire to the
gentleman from Ohio [Mr, Vor¥s].

Mr. VORYS of Ohio. Mr, Chairman,
I wish to elaborate a little further the
suggestion I made earlier this afternoon
to the gentleman from Oklahoma [Mr.
Disney]l. The need for post-war recon-
version funds for business is a problem
which is of great concern to business-
men and should be of great concern to
Congress. The suggestion has been made
that businessmen be permitted to with-
hold from war taxes a post-war recon-
version reserve, in order to pay for the
changes necessary in their plants. The
argument has been made that the great
benefit in furnishing prompt employment
would warrant the withholding of these
tax funds. I doubt whether this form
of tax exemption is feasible, and, if it
were put into practice, it would no doubt
be surrounded with so many govern-
mental regulations and inspections as to
be very burdensome. Most businessmen
are looking forward with longing to the
day when they can avoid governmental
forms and red tape in their business.

I have suggested to a number of mem-
bers of the Ways and Means Committee
and have discussed with businessmen the
possibility of financing post-war recon-
version through a tax-amortization plan
which would be just the reverse of the
war building amortization plan. When
the war plants were built we permitted
industry to amortize the cost of the plant
over a period of 5 years through tax
deductions. Now industry needs current
funds for necessary post-war changes.
Many a business is making very large
profit from a small plant, but this war
profit is going largely to the Government
in taxes and renegotiation, as it should,
and the business faces the future with-
out necessary working capital. I believe
that we could permit industry to with-
hold as much as half of the taxes due
for this purpose and amortize the pay-
ments over a period of 5 years.

For instance, a business which owed
$500,000 in taxes in 1944 could withhold
one-half of this amount, or $250,000, for
reconversion purposes, under proper
safeguards to be prescribed by law. This
amount might be sufficient to finance all,
or a major part of the change-over. In
the next 5 years, in addition to the regu-
lar taxes of the business, it would pay
$50,000 a year in amortizing the payment
which had been withheld. Interest
would be charged approximating the in-
terest on the Government debt so that
there would be no ultimate loss to the
Government, The only danger would be
that the business might fail in the post-
war years and the Government would
not be able to make full collection. To
this extent, the Government would be
sharing the hazards of the businessmen’s
post-war fortunes. It might be feasible
to make the amortization period longer
than 5 years. Such a plan would not
solve all of the problems of reconversion
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financing, but it would accomplish much
without red tape or overhead.

The gentleman from Georgia [Mr.
Vinson]l has stated this afternoon that
this whole problem must be examined
soon. It is my hope that my suggestion
can receive study and analysis at that
time,

Although I realize that putting to-
gether a revenue measure is a monu-
mental tesk, I confess my disappoint-
ment at many provisions of the present
tax bill. I felt we should attempt to
raise even more money, I feel even
greater relief from bureaucratic caprice
could have been given in the renegotia-
tion amendments. I still feel, as I have
always felt, that it is a mistake to con-
sider such a bill under a gag rule. The
small attendance here, the lack of inter-
est in the debate, is evidence that the
membership of this House will not give
any great amount of time and attention
to consideration of a tax bill under a gag
rule. Of course, however, I am going to
vote for this bill, rather than against

I want to do my part in raising taxes to
support the war effort.

Mr, ENUTSON. Mr, Chairman, I
yield 10 minutes to the gentleman from
California [Mr. GEARHART].

Mr. GEARHART. Mr. Chairman, last
December when we passed upon the
so-called modified Ruml plan I thought
we had about reached the zenith in un-
sound legislation, but I am satisfied that
in the present bill we have under con-
sideration we have a real “runner-
upper.” We still have a pay-as-you-
go-before-you-know-what-ycu-owe bill.
The American people had hoped that
the committee would supply them with
a pay-as-you-go-when-you-know-what-
you-owe hill. They wanted simplicity
but, despite their pleas, we still have all
the complexities and all of the confusing
uncertainties which were an integral part
of the previous bill to which I have just
alluded.

The American people are going to be
greatly disappointed when they find that,
on each of these succeeding quarterly
periods, they will still have to go through
the same mental gyrations and suffer the
same indescribable confusion that they
had to undergo when they were on the
tax rack last September 15.

There are many features of this bill
besides its complications that compel me
to withhold my assent to it. I object
particularly to the transportation tax of
3 percent upon freight charges. As it is
the long-haul States that suffer the most
ifrom a tax of this character, as a Cali-
fornian, I, of course, object to the unfair-
ness of the operation of that kind of a
tax upon the consumers and shippers of
my great State. This tax is truly an un-
fair and discriminatory tax put against
all of the border States of our great coun-
try, the Atlantic and Pacific Coastal
States, the Gulf States, and the Mexican
border States. Our specialty crops must
be taken thousands of miles to the con-
suming markets, and when they are taken
there and sold to the consumers not only
does that production carry with it a high
freight charge, which we know we can-
not avoid, but it carries with it a 3-per-
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cent tax on that high freight charge,
working as a penalty and nothing less.

Miss SUMNER of Illincis. Will the
gentleman yield?

Mr. GEARHART. I yield to the gen=-
tlewoman from Illinois.

Miss SUMNER of Illinois. England
and some of the other foreign countries,
including Germany, have taken off the
import duties and transportation tax as
a means of avoiding having to give sub-
sidies, .

Mr. GEARHART. I am grateful for
that observation. In order to emphasize
let me point out that those of us who live
in the West buy more per capita of auto-
mobiles, ice chests, radios, and things
of that kind, but we do not buy them on
an equality with the people who live in
the center of the country where those
things are produced. We have to pay
a greater freight charge on them than
others and then in addition thereto we
have to pay this 3 percent on that exces~
sive freight charge. The greater the
charge, the greater the tax.

Mr. CURTIS. Will the gentleman
yield?

Mr. GEARHART. 1 yield to the gen-
tleman from Nebraska.

Mr. CURTIS. Is it not true that the
agricultural areas pay the freight both
ways? It is deducted from the price it
receives for its products and it is added
on to the price that it must pay for its
manufactured goods. Likewise, the tax
will follow the freight.

Mr. GEARHART. That is precisely
true. Because they catch us coming and
going the agricultural areas are the ones
the people of which suffer the most. If
there was anything resembling equality
in the application of this tax, I would
be the last to protest.

Mr. CURTIS. The interior of the
country does not have the advanfage of
waterway freight either,

Mr. GEARHART. The opposition to
this tax which has been engendered
throughout the country ought to be suf-
ficient to convince those who are as-
sembled here, if not to the members of
the Ways and Means Committee, that
this tax is unfair and discriminatory.
Commissioner Eastman, known through-
out the country as its greatest transpor=-
tation expert, has condemned it time and
time again and on a number of occasions
asked the Congress to repeal it. The
Interstate Commerce Commission has
also asked the Congress to wipe it from
the statute books. The Office of Defense
Transportation also condemns the levy
as unsound, unfair, diseriminatory, un-
equal, inequitable. Yet it remains in
this bill—simply because it produces
$175,000,000. That—so far as I can
ascertain—is the only reason for it., Why
a tax which is so discriminatory, unfair,
and unequal in its operation impressed
my colleagues of the great Ways and
Means Committee as worthy of retention
in the bill will remain one of the un-
solved mysteries of modern times.

Mr. ELLSWORTH. Will the gentle-
man yield?

Mr. GEARHART.
fleman from Oregon.

I yield to the gen-
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Mr. ELLSWORTH. Is it not true that
the same amount of money could be
collected on another basis? In other
words, the percentage basis used is really
responsible for the inequity, whereas, if
a per unit basis were used, the same
amount on the commodity from wher-
ever it may be shipped, then there would
be no inequity, but we could still collect
the same amount of money? Isthat not
true?

Mr. GEARHART. That is true. The
gentleman from Oregon is quite correct.
Other methods were suggested, but for
some strange reasons—reasons which
surpass human understanding—the com-
mittee seized upon and clung, with an
unyielding tenacity, to the unfairest for-
mula of them all.

Mr., ELLSWORTH. May I say, it is
my recollection, the prineiple I just men-
tioned applies on some other commodi-
ties, notably coal. They did not use the
percentage method on coal. The fax on
the transportation of coal is so much per
car, which I think is the proper way of
distributing a tax.

Mr, GEARHART., If the tax theory
which was applied to coal were applied
across the board you would not hear
me complaining today.

Another reason why I am opposed to
this bill grows out of the provisions hav-
ing to do with renegotiation. I am
against renegotiation because I am quite
convinced that the proposed statute is
unconstitutional, All will agree, I am
quite sure, that it is unconstitutional for
Congress to delegate its legislative pre-
rogative. Likewise, all will agree that it
is unconstitutional to delegate the taxing
power of the Cangress to any agency.
This bill does all that in its so-called
renegotiation provisions. The Congress,
applying the definition to all the people,
has defined what income is. But the
renegotiators are granted the privilege of
redefining what income is in its applica-
tion to a single individual. Congress, in
writing the revenue laws, fixes the rate
of taxation, the rate which shall apply
equally to all of the people. The renego-
tiators are authorized to lay down a dif-
ferent rate of taxation—not on all the
people—but upon the one person who
happens to be the victim that they have
marked for renegotiation treatment.

Mr. CASE. Will the gentleman yield?

Mr. GEARHART. My time is so
short——

Mr. CASE. May I ask the gentleman

if he does not want 1o make a differentia-

tion between the recapture of profits and
a repricing as to contracts that are en-
tered into by a contractor where a re-
negotiation clause is part of the con-
tract?

Mr, GEARHART. I agree that there
is such a distinction. Put notwithstand-
ing, both are jumbled together and are
treated the same way. Because in their
operation upon the contractor the pro-
cedure and the effect are the same in
respect to both recapture of funds and
repricing of articles no good purpose
could possibly be served by bearing that
distinection in mind.

I am against the renegotiation clauses
for so many reasons it would be quite im-
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possible to even list them within the
short period which has been allotted me,
For instance, the word “renegotiation” is
a fraud upon the American people. That
which is done has no relation to the
meaning of that word. What does “re-
negotiation” mean? I think all will
agree that to renegotiatc means “to con-
duct conferences as a basis of agree-
ment,” “tc treat with a view to coming to
terms.”

Is there anybody so guileless as to be-
lieve that any contractor who is cited in
for renegotiation is given any oppor-
tunity to decide whether or not he wants
to renegotiate, or, does anyone think
that, after renegotiating, the contractor
has any right to refuse to accept the con-
sequences of those renegotiations or
the conclusions the Price Renegotiation
Board has arrived at? Not at all. The
contractor is merely reached out for and
taken by the nape of the neck and told,
“Sign here. This is the new contract.”
There is no exchange of ideas, there is no

eting of minds, there is no agreement
in respect to new terms. The whole pro-
cedure is arbitrary. In true totalitarian
fashion, an order fixing new terms is, by
ukase, substituted for the voluntary con-
tract originally agreed upon. There is a
confiscation of a portion of the profits
which the contractor earned under his
original contract without any compensa-
tion therefor whatsoever. This is a vio-
lation of the Constitution of the United
States, only one of a hundred violations
that I could name if time would permit.

Mr. ENUTSON. Mr. Chairman, I
yield such time as he may desire to the
gentleman from Illinois [Mr. CHURCHI.

Mr. CHURCH. Mr. Chairman, I would
like to comment briefly on the proposed
amendments to the so-called renegotia-
tion law embodied in the pending rev-
enue bill., The proposed amendments
constitute a decided improvement of the
existing law, but were we not precluded
by the “gag rule” under which the bill
is being debated I would offer an amend-
ment to provide for the outright repeal
of the entire renegotiation statute.

In the words of the former Chairman
of the War Department Price Adjust-
ment Board when he testified—page 2 of
the hearings—before the Committee on
Ways and Means, and I commend him
for his frankness, “It is a dangerous
and un-American statute.” Such a law
should never have been placed on our
statute books, and I am personally con-
vineed that if given the opportunity this
House would vote its complete repeal.
I suspect that the administration leader-
ship would not have brought the bill to
the floor of the House under a closed
rule were it not realized that an open
rule would undoubtedly mean the elimi-
nation of renegotiation.

We are representatives of the people.
We are custodians of constitutional
rights, Once it is clearly understood the
extent to which the renegotiation law
suspends — even abrogates — constitu-
tional rights of American citizens I do
not believe the membership of this
House would accept any amendments
except that providing for repeal. If the
principle of renegotiation is un-Ameri-
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can, the law providing for renegotiation
does not become any less un-American
by improving the technigue or procedure
of renegotiation.

This House has never had, nor do we
have today, full opportunity to pass upon
the real issue. That right has been de-
nied us by administration strategists. - It
is denied us today. I must confess that
the administration leaders have done a
remarkably able job in preventing the is-
sue from arising in the House,

Last year when the sixth supplemental
national defense appropriation bill was
before the House the distinguished gen-
tleman from South Dakota [Mr., Casel
secured the adoption of an amendment
to limit profits on war contracts at 6
percent. There was no discussion of the
amendment and to this day no one knows
from the language of the amendment
whether the 6-percent limitation was 6
percent of the contract price, of costs, or
of sales. Very few Members were on the
floor at the time and, on a division, the
amehdment was adopted by a vote of
70 to 8.

The profit limitation provided by the
Case amendment was fixed and did not
vest in the departments discretion as
to what the profit should be. Moreover,
the amendment related only to the par-
ticular appropriation then being made
and to contractors dealing directly with
the Government as prime contractors.
Whatever the faults of the Case amend-
ment, it had the great merit of fixing
certain definite limitations.

When the appropriation bill came back
to the House in the form of a conference
report, which is not subject to amend-
ment, renegotiation as we know it today
was born, The administration seized
upon this opportunity to have delegated
to the departments the power to deter-
mine for themselves what constituted ex-
cessive profits. Renegotiation thus origi-
nated as a part of a pressing war ap-
propriation need, and the next time Con-
gress had the matter before it was in the
form of a conference report on the reve-
nue hill of 1942, which embodied certain
amendments to the renegotiation law
written into an appropriation bill,

Suffice it to say, Mr, Chairman, that
there never was a renegotiation bill as
such before a committee of this House or
before the House as a whole, It was al-
ways a part of some other important bill,
and I venture to say that a great many
Members of the House never realized
there was such a law until they began
to see the effects of it and began to hear
from the people back home.

I have many times protested against
broad delegations of power to the execu-
tive branch of the Government. I have
opposed such procedure and will con-
tinue to oppose it as long as I am privi-
leged to have a seat in this great body.
The sprawling, strangling bureaucracy
which is killing the American way of life
and placing impossible tax burdens on
the people is the product of these dele-
gations of power. The unlamented
N. R. A. was characterized as “delegation
run riot,” and the renegotiation law is
subject to the same characterization.
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Who determines in renegotiation what
are excessive profits? Government ap-
pointees. By what rule or standard do
they make that determination? There
is none. Who decides in renegotiation
the amount of money that may be earned
by a particular contractor or subcon-
tractor? Government appointees. How
do they decide? No one knows. Nor is
there any effective appeal from their de-
cision. Truly, “it is a dangerous and un-
American statute.”

Let me read to you the definition of
excessive profits as set out in the law:

The term “excessive- profits” means any
amount of a contract or subcontract price
which is found as a result of renegotiation
to represent “excessive profits.”

In other words, Mr. Chairman, exces-
sive profits are excessive prefits to the
amount that you, the price adjustment
boards, decide they are excessive. It
could be all the profits realized or it could
be none.

Not only do the price adjustment
boards have the power ‘to determine
what is excessive as a profit on war work,
they do not have to furnish the con-
tractor with any statement as to how
they arrived at their conclusion. The
whole proceeding is in complete secrecy.
There is no public record of any kind.
And the contractor must accept the de-
cision of the board who renegotiated his
contracts or he will not receive payment
for his products, which, in most in-
stances, would mean that the company
can no longer continue in business.

Mr. Chairman, that is not the Ameri-
can system of government, and I protest
the continuance of any such law., If
the administration of this law should fall
into the hands of the many remodelers
now associated with the Government we
will witness the complete destruction of
the American system of free enterprise.

It has been argued that renegotiation
is necessary to prevent war profiteering,
and much has been said about the
amount of money recovered through re-
negotiation. The figures that have been
presented seem imposing, but they fail
to take into account the taxes that we
would have collected on these profits had
they remained with the companies.
Existing law provides for a 90-percent
excess-profits tax, with an over-all limi-
tation of 80 percent on corporate taxes,
In general, therefore, 80 percent of the
money recovered through renegotiation
would be recovered through taxation.
Moreover, the pending bill provides for a
95-percent excess-profits tax beginning
January 1, 1944.

When we wrote the excess-profifs-tax
law we provided for a post-war credit of
10 percent. In other words, for every
dollar paid in excess-profits tax 10 cents
would be set aside by the Treasury De-
partment as a reserve to assist American
business in the difficult post-war transi-
tion period to peacetime production. Re-
negotiation does not provide for any such
reserve, and inasmuch as renegotiation
is before taxes rather than after taxes
American business loses the post-war
credit which Congress decided should be
available for the future. Renegotiation
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is thus in direct conflict with the settled
policy of Congress.

I fear for the future of American busi-
ness if they are not permitted to build
up reserves for converting plants to
peacetime production, for meeting pay
rolls until the company can place itself
on a peacetime productive basis, and for
rehabilitating their equipment now op-
erating at maximum capacity. Unless
business can set up appropriate reserves’
for the post-war period we will be con-
fronted with the greatest depression in
our history and all business will pass into
the hands of the Government. We will
thus lose through our own short-sighted-
ness the very thing for which we are
fighting and for which our hoys are daily
giving their lives—freedom.

There is no substitute for the Ameri-
can system of free enterprise. This is
evidenced by the developments in the
present war. Russia with 200,000,000
people and endless resources, Great Brit-
ain with 600,000,000 people and great
natural resources, China with 400,000,-
000 people and endless natural resources,
all look to the JUnited States with 130,-
000,000 people. It is not the number of
our people that makes us nowerful. It
is not the extent of our resources. Other
countries have larger populations and
greater natural resources. We are pow-
erful because of our system of free enter-
prise, and it is for us to preserve it at
all costs.

The renegotiation law is destroying
this system and should be repealed. The
pending amendments limit the area of
renegotiation and set up certain stand-
ards for the determination of excessive
profits. The amendments improve the
existing law but its basic evils remain.
I wish we would be given the opportu-
nity to vote its repeal and leave to the
tax law the control of profits. That is
the American way,

Mr. Chairman, I wish also fo direct
some remarks to title IV of the pending
revenue bill, providing for an increase
in postal rates. This title has no place
in a revenue measure. Postage was never
intended to be o tax, but rather a charge
for the special service of the Govern-
ment, and when the Committee on Ways
and Means presumes to report a bill con-
taining provisions for increasing postal
rates it is assuming jurisdiction over a
matter which belongs to the Committee
on the Post Office and Post Roads.

The proposed increase in the rates will
not greatly affect the individual, but it
will materially affect American business.
Surely it is recognized that during this
period many companies have been
obliged to discontinue the use of sales-
men in reaching a market for their prod-
ucts. Companies which previously main-
tained a large sales force have lost men
to the armed services or to war produc-
tion plants. Moreover, the gasoline
shortage and the heavy burden on pub-
lic carriers have made it necessary for
hundreds of companies to find a substi-
tute for traveling. The mails have thus
become increasingly important to busi-
ness, and it is now proposed by this in-
crease in postal rates to place another
burden on business.

9945

According to the committee report
the estimated additional revenue from
the proposed rates is $166,800,000. While
I do not have the details upon which this
estimate was made, I venture the pre-
diction that if these rates should go into
effect the return will be far less than the
estimate. There is a well-established
economic law known as the law ofidimin-
ishing return. If the return on 1,000
pieces of mail at 2 cents is $20, it does
not follow that an increase in the rate
to 3 cents will increase the return to
$30. Invariably as the rate increases the
number of pieces mailed will decline be=
cause the price becomes prohibitive, ./

But even assuming that some addi-
tional money may be realized by in-
creases in postal rates, I am convinced
that the effect of this action will be far
more damaging to American business
now so dependent on the mails than any.
sum that may for the moment be gained.
At best the gain would only be tem-
porary.

It does not seem to me logical, it just
does not make sense-to propose an in-
crease in postage rates when the Post
Office mail service is now on a paying
basis and when the mails have become
50 important to the people as a whole,
By this provision it is proposed to in-
crease the burden of mail costs on the
people while at the same time the vari-
ous Government departments, bureaus,
and agencies continue to send useless and
unnecessary material through the mails
under the franking privileges.

I am definitely opposed ‘to this title in
the bill, Mr. Chairman, and I wish it
were possible to offer an amendment to
strike it. I am sure such an amend-
ment would have the overwhelming sup-
port of this House. Under the closed
rule such an amendment can only be
offered by the Committee on Ways and
Means. In the event it does not offer
such an amendment, I hope that when
the bill is under consideration in the
other body title IV will be stricken. The
Committee on Ways and Means, I un-
derstand, held no hearings whatever on
this subject of increase in postal rates.

Mr. ENUTSON. Mr. Chairman, I
yield such time as he may desire to the
gentleman from Pennsylvania [Mr,
Gross.]

Mr. GROSS. Mr. Chairman, much
has been said here lately about the need
for raising additional revenue for the
purpose of financing our war effort and
our ordinary government functions.

Also, much has been said about econ-
omy in government, and this is what I
want to discuss. So that I shall not take
up too much time I shall cite only one
instance where economy and sounder
business operation on the part of our
Government would have saved the tax-
payers countless dollars.

The proposal to construct a pipe line
from Texas to Illinois at a cost of $44,-
000,000 was announced last February by
Jesse Jones. The Defense Plant Corpo-
ration, upon the recommendation of the
Petroleum Administration for War,
agreed to finance the project which, after
completion, would have a capacity of
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about 235,000 barrels per day of gasoline
and lizht petroleum products.

The War Emergency Pipelines, Inc.,
was set up to construct the line and
operate it for the account of the Defense
Plant Corporation.

In April, Mr. Jones announced that
Defense Plant Corporation, a subsidiary
of the Reconstruction Finance Corpora-
tion, upon recommendation of the Pe-
troleum Administration for War, had
agreed to finance the extension of this
pipe line to the harbor areas of New York
City.

This section, again to be constructed
*by War Emergency Pipelines, Inc., would
complete the link from Illineis to the
east coast.

The first section of the line—a 16-inch
tube from Baytown and Port Arthur to
Beaumont, Tex., and a 20-inch line from
there to Norris City, Ill., and Seymour,
Ind.—were approved at a cost of $44,-
000,000.

Completion of the Seymour-New York
area section, also a 20-inch line, will
bring the over-all cost of the entire proj-
ect to approximately $95,000,000.

This pipe line, known in my country
as the Big Inch, passes for 100 miles
through my congressional district. Work
has been going on in this area for some
months and I have heard numerous com-
plaints concerning wastefulness and pay-
roll padding. After some personal in-
vestigation, I finally found an employee
of the project who has acquainted me
with many of the things which have been
going on. 2

This man, a timekeeper, and an em-
ployee of the Government, when calling
these conditions to the attention of the
confractors, was told to “give the boys a
break.” Certain employees, after a few
fist fights, numerous threats, and propo-
sitions to split up the “take” submitted to
the deletions, but came back day after
day and worked the same old racket,
making it necessary for someone to be on
the job each day to check the men.
These employees receive time, time and
one-half, and double time for their extra
hours.

So-called working hours deleted by
the diligence of this time clerk amounted
to a saving of $7,966.01 from the period
July 16 to October 20, 1943. This figure
covers only 1 of 26 working gangs.

The hourly wage of the men involved
on this project range from 75 cents to
$1.50 per hour.

From the records which I have before
me, it shows that on August 16, 98 men
claimed hours at work which were de-
leted by the timekeeper, after a check-up.
The hours deleted for this day total 171
hours, and resulted in a saving of $264.

The time allotted permits me to men-
tion only some of the cases as follows:

Hours | Men in- .
Date deleted | volved | Saving

125 B4 $190
156 110 4
138 03 210
154 15 210
1556 100 200
123 H5 162
b7 92 316
141 fi} 125

o7 25 140
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Now, Mr, Chairman, having cited the
saving in man-hour payments, I call
the attention of the House to money
which would have also been wasted had
it not been for the honesty of this em-
ployee.

In cases where a worker was found to
have claimed to have been on the job,
but was not, a check was made of his
particular type of work on the project.

These men who had been dishonest
about their hours were usually operators
of heavy equipment, such as ditching ma-
chines, bulldozers, tractors, heavy trucks,
and welders. When it was found that
they had not worked it was also found
that their equipment had remained idle,
yet a claim was made for reimbursement
for use of the equipment,

In checking the daily time sheets it
was found that 5,133 hours could be
knocked off of equipment charges for the
period from August 15 to October 14, a
period of only 2 months.

This equipment was rented on prices
fixed by the O..P. A. The equipment
ranged from tar and asphalt kettles at
$23 a month to ditching machines at
$1,450 per month. =«

While this equipment was paid for by
the month, ofttimes machines bhroke
down and remained in the repair shop
for as long as 3 weeks at a time because of
lack of repairs as well as scarcity of me-
chanics. So there were many days when
some of the equipment was not operated
at all, and much was operated only part
time.

I will now cite deletions for certain
equipment for certain days as follows:

Numberof| Hours
Date machines | deleted

32 134

41 134

32 168

20 135

a0 261

23 107

25 124

43 146

32 114

32 124

a1 151

36 171

10 73

Mr. Chairman, I feel that the forego-
ing statement justifies the claims of the
minority members of the committee that
honesty and economy in government
would completely eliminate the neces-
sity of any increased taxes.

Complaints of the dickerings in con-
nection with this project, made to offi-
cials of War Emergency Pipelines, Inc.,
a Government agency, answerable to De-
fense Plant Corporation, have gone un-
heeded.

I believe that the Reconstruction Fi-
nance Corporation owes it to the tax-
payers to bring a thorough investigation
of the entire project out into the open.

Mr. ENUTSON. Mr. Chairman, I
yield 10 minutes to the gentleman from
New Jersey [Mr. McLEAN].

Mr. McLEAN. Mr. Chairman, were
the pending measure just a revenue bill,
I would not find it difficult to oppose it
and this notwithstanding that I am not
unmindful of the extraordinary needs cf
revenue for war purposes. These needs
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were fully considered on the enactment
of the last revenue act.

I am going to support the bill, because
I am in accord with the provisions which
it is hoped will simplify the assessment
and collection of the personal income
taxes and clarify many of the provisions
of existing law, including the revision of
the Renegotiation Act. The only in-
creases in the personal income taxes are
nominal,

Also, I heartily approve of the proposal
that in the future taxes shall be assessed
on anticipated income and not made
retroactive. Charmges in our tax laws
have been too frequent. They have left
the people confused and embarrassed
by not knowing or being able to antici-
pate what their taxes would amount to.

My approach to the preparation of the
measure has been with the conviction
that before any new taxes were imposed
sufficient time should be allcwed to as-
certain with some degree of certainty the
revenue to be realized under existing
law. Treasury demands disregard this
idea.

No sooner had the Revenue Act of 1942
been enacted, making drastic increases
in personal income taxes, and before the
yield of that measure could possibly be
known, the Treasury was demanding
further increases. The demand was
made without regard to spending needs
or the possibility of reducing expendi-
tures by practicing economy and elimi-
nating waste.

FEDERAL TAX RATES ARE HIGH ENOUGH

The Treasury, speaking for the admin-
istration, has asked Congress for $10,-
500,000,000 in new taxes. This startling
request comes after a series of stiff tax
increases which have left the American
people staggering under tax burdens be-
yond their wildest dreams. Not content
with tax rates which may yield approxi-
mately $45,000,000,000 in revenues this
fiscal year, the Treasury would—without
any qualms of conscience, add another
$10,500,000,000.

The revenue from present taxes, in
the aggregate, are steadily increasing
with a rising national income and the
expansion of consumer spending. In
fact, the receipts from existing taxes
are rising faster than the Treasury stat-
isticians have anticipated. When the
Current Tax Payment Act was adopted
several months ago, the Treasury was
willing to admit that it would add only
$3,000,000,000 to tax revenues in 1944
and 1945. But, at the end of last July
the Treasury conceded that its early esti-
mate was too low, and it raised its esti-
mate to $5,000,000,000. Recent reports
indicate that this estimate is probably
still too low.

The early operations of the pay-as-
you-go plan disclose that there had been
far more tax evasion than the Treasury
has been willing publicly to admit. In
fact, the Treasury has been very silent
about the tax evasion. Collecting the
income tax at the source, although it
has placed inconceivable compliance
burdens on employers, is adding vast
amounts to Federal revenue and will add
still more as evasion is stopped and as
the national income increases,
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TAX REVENUE AND THE NATIONAL INCOME

It is too early to forecast what the
final revenues from the present taxes will
be during the present and the ensuing
fiscal years. With the national income
trending upward and with prices and
consumer spending on the rise, tax col-
lections are bound to increase. In view
of the existing very high tax rates, fur-
ther increases should be avoided at least
until we know what revenues our present
taxes will produce.

The Treasury has time after time re-
vised its estimates of the national in-
come. Not long ago it was speaking of a
possible income of $100,000,000,000. This
was revised upward to $125,000,000,000,
then to $130,000,000,000, and later to
$140,000,000,000. Now the Treasury de-
clares that an aggregate income of
$152,000,000,000 will be paid out during
the fiscal yedr 1944, We know it will
not be long until this figure is revised
upward to $200,000,000,000.

Inevitably, as the national income
soars, tax receipts also soar. The exist-
ing high tax rates will return more and

more revenue month by month as a con-

sequence. Therefore it is not necessary
to raise these rates to gather in more
tax collections. In fact, in particular
cases, higher rates may produce less rev-
enue because of their effects upon the
incentives and resources of the taxpayers.

INCREASING TAX RATES AND THE TOTAL BURDEN

Now, it may be urged that steeper
rates of taxation can readily be borne as
the national income flow expands. But
keep in mind that the tax rates have
already been raised time after time.

Never before have the American peo-
ple paid such high rates of income taxa-
tion. Never before have they paid over
to the Treasury such tremendous sums
of money. Before the war we were pay-
ing about a billion dollars a year in per-
sonal income taxes. In this fiscal year,
according to the conservative Treasury
estimates, the American people will pay
over $18,000,000,000 in income and Vic-
tory taxes.

But the appetite of the Treasury knows
no bounds. It seeks to increase income-
tax rates still higher, with the object of
piling another $6,500,000,000 upon the
individual taxpayers, whose total tax
payments to the Treasury would then be
approximately $25,000,000,000.

Mr. Paul, of the Treasury Department,
recently stated in a public address that
it would be reasonable to double the
Treasury revenue program and ask for
$21,000,000,000 in new taxes instead of
$10,500,000,000. You may be sure that
if we enact the taxes the Treasury now
asks, it would not be long until it came
back for another ten or fifteen billion
dollars. It would soon be asking for
thirty or forty billion dollars in individ-
ual income taxes.

We must now seriously consider
whether the present tax rates are all
that the American people can bear with-
out grave and permanent injury to the
national economy. These rates will sup-
ply more and more revenue as the na-
tional income rises. It may be questioned
whether it is not unnecessary and un-
wise to increase those rates for fear that
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the higher rates might cause diminish-
ing returns and dry up future revenue
sources.

ABILITY TO PAY HIGHER TAXES

Because the national income goes up,
it does not follow that the real purchas-
ing power of all of the population in-
creases. Prices have been rising and our
dollars will buy far less now than they
would a few years ago. Eggs which now
retail at 70 cents a dozen were 40 cents,
or less, a dozen a few years back. Fresh
fruits and vegetables sold at prices before
the war which were not much more than
half of the prices prevailing today.
Meats, poultry, fish, milk, butter, and
other items in our diet were lower in
price. So also were clothing, fuel, and
other indispensable articles.

Moreover, many million income earn-
ers are receiving no more dollars in in-
come than they received before the war,
while others are receiving only a little
more. Those in advanced years who are
living on their small savings, the widows
and their children who are sustained by
the proceeds of insurance left at death,
and the vast army of white collar workers
who must get along upon fixed incomes
are being punished terrifically by our
present taxzes, so are the professional
people and all of those in our great mid-
dle class whose incomes are fixed or
almost constant. Many millions of our
people have enjoyed little, if any, of the
war prosperity in the form of higher
incomes, 2

THE EXCISE TAXES

I have spoken here only of the income
and Victory taxes. These are not the
only taxes paid by the American people.
These are the so-called excise taxes, a
disguised form of sales tax. On every
package of popular-sized -cigarettes,
there is a tax of 7 cents. On furs, jewel-
ry, and toilet preparations, there are
taxes of 10 percent of the prices. On the
transportation of persons there is a tax
of 10 percent. On telephone services
there are taxes of 10 to 20 percent. On
other commodities and services there are
corresponding taxes paid directly or in-
directly by consumers, This bill will
increase many of these excise taxes on
commodities and services consumed by
all of us. These are not simply the luxu-
ries of the wealthy. We are all being hit
at every turn by taxes upon tobacco,
alcohol, admissions, sporting goods, gas-
oline, and many other items. Together
these taxes will amount to about $4,000,-
000,000 this fiscal year. To the $25,000,-
000,000 which the Treasury wants to col-
lect from our incomes directly, it wants to
collect a further $6,500,000,000 by various
excises.

I have not spoken here of the customs
duties, which will surpass $300,000,000
this year. These will also be shifted to
us as consumers and reduce our purchas-
ing power.

STATE AND LOCAL TAXES

Nor have I spoken of the taxes which
individuals must pay to the State and
local governments. The Treasury de-
clares that individuals are - paying
$2,000,000,000 directly to our State and
local governments in property, income,
and other taxes, This does not include
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taxes paid by renters upon property
which they do not own, which would add
at least another $1,000,000,000. Nor does
it include the general sales, the gasoline,
the tobacco, the amusement, the alco-
hol, and other taxes which are collected
indirectly from individuals in their pur-
chase of taxed commodities and services.
Together this last group of State and
local taxes will garner in $2,000,000,000.
Directly and indirectly, the State and
local governments are taking from indi-
viduals some $5,000,000,000, aside from
the taxes upon business property and
income and from the social security con-
tributions. If we include all of the per-
sonal and business income and property
taxes, commodity, and pay roll, and all
other taxes, the State and local govern=-
ments are collecting a stupendous sum
of over $10,000,000,000.

REVENUES AND EXPENDITURES—WORLD WARS NO.

2 AND NO., 1 COMPARED

Altogether, Federal, State, and local
taxes during the fiscal year 1944 will ag-
gregate about $55,000,000,000. Together
with minor nontax revenues, nearly one=
half of our total governmental expendi-
tures will be covered by nonborrowed
funds. *

This is a splendid accomplishment. It
is far superior to our record during World
War No. 1. In the fiscal year 1919, which
brought our best financial results, we
were able to raise only $5,000,000,000 in
Federal taxes as compared with Federal
expenditures of $18,500,000,000. Federal
taxes were only 28 percent of Federal
expenditures. In this fiscal year 1944
Federal taxes may surpass 40 percent of
Federal expenditures.

THE PROBAELE COURSE OF EXPENDITURES AND
REVENTUES ‘

If the war in Europe should end in the
near future, war expenditures would
very probably decline rapidly. We have
about attained the peak of our war pro-
duction, Military needs in some lines
have been provided for greatly in ad-
vance of present requirements, and a
tapering off of war expenditures in the
coming months is not improbable.
Moreover, it should be possible to accom-
plish further economies in nonwar
spending and to avoid some of the waste
in war spending, without endangering a
single life in the armed forces and with-
out prolonging the war.

On the revenue side, tax collections
are mounting with the growth of the
national income, the expansion of con-
sumer spending, and higher tax rates.
The existing tax rates are already very .
heavy. We have already provided for
increases of 12.5 percent in the income
tax upon income received in 1943 and
1944, The social-security tax rates will
automatically increase in January, un-
less Congress provides otherwise. The
American people are buying great
amounts of bonds and are placing bil-
lions of dollars into other forms of sav-
ing. All in all, our tax burdens are now
at an oppressive level, and further rate
increases may be expected to add to their
destructive effects. ;

On the spending side, war outlays
seem to have reached a peak and should
soon start to decline. To the extent that
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governmental economies can be effected,
and there is a strong sentiment in Con-
gress and throughout the country for
economies, spending needs may be fur-
ther lightened.

CONCLUSION

In view of the known facts, I sincerely
believe that the time has come to call a
halt upon further tax increases. I might
have dwelt at length upon the onerous
tax burdens which have been placed
upon business enterprise, which have
paralleled the vast increases in individ-
ual taxes. Neither business nor the in-
dividual can, without grave injury, ab-
sorb higher tax rates,

Under these conditions, a tax holiday
is demanded, at least until the full rev-
enue effects of present taXes are known.
Instead of increasing the tax rates we
must seek to make the existing tax laws
more effective in order to produce the
maximum of revenues under the present
rates,

Mr. ENUTSON. Mr. Chairman, I
yield such time as he inay desire to the
gentleman from Kansas [Mr. CARLSON].

Mr. CARLSON of Kansas. Mr. Chair-
man, the voices of the people are being
heard on the tax bill that is being teport-
ed to the House today. The tax bill
under discussion is not only a product of
the Ways and Means Committee; it
contains the composite views of the
American taxpayers. They have em-
phatically warned Congress that we
must have less spending—not more taxes.
This does not mean that the American
taxpayer is unwilling to pay taxes, but
it does mean that he no longer intends
to have his money wasted. Evidence is
everywhere of waste, extravagant spend-
ing, and money squandered recklessly.
Studies and investigations by congres-
sional committees give ample proof that
agencies of the Federal Government
which were given large sums of money to
spend in this emergency have been not
only negligent, but in many cases vio-
lated the trust and confidence that Con-
gress placed in them. Congress itself is
being criticized for many cf these waste-
ful and unnecessary expenditures. They
cannot justly escape all blame but
neither should they be held responsible
for executive and administrative agen-
cies which are responsible to Congress
for effective and efficient administration.
The taxpayer has one test for Federal
expenditures—are they necessary for the
war effort? There are indications that
Federal taxes are now so high as to be
undermining the tax base at an ac-
celerating rate. This reduces future tax-
ing opportunities, threatens extinction of
the great American middle class, and
imposes serious handicaps on business
which may delay and prevent post-war
resumption of production for peacetime
and -the employment so crucial in our
economy. Legislative actions of today
will decide post-war problems of tomor-
row. Tax policies during our war period
may well be the determining factor as to
our type of government in the post-war
period.

CONGRESSIONAL RECORD—HOUSE

The policy approved by Congress may
well determine whether we are to con-
tinue as a democracy, operate as a
socialistic state, or be forced to adopt
a totalitarian government. No doubt
many will say we need have no fear
about a totalitarian government in our
Nation. General apathy on the part
of our Government and the people
cculd and would bring this about. We
must face our fiscal problems practically.
The fiscal problems of the war period
have been most difficult, but it is my pre-
diction that the post-war problems will
be even more so. If we do not lay a firm
foundation for our post-war economy
during the remaining days of the war we
will be forced to take temporary and
drastic steps to protect our domestic
economy and preserve our type of gov-
ernment. There are three ways of
financing this war and every other war.
They are, first, taxation; second, borrow-
ing; and third, inflation.

The question is asked, “How much
should we try to raise by taxation?” The
ideal way would be to levy taxes that
would take care of our Federal expendi-
tures as we make them. This would
eliminate the problem of both borrowing
and inflation. Of course, everyone real-
izes the futility of even considering the
levying of taxes to meet present Federal
expenditures. Our national economy
could not stand it.

During the past few years we have
been levying taxes that would take care
of 30 to 40 percent of our Federal expend-
itures. Present indications are that we
will be able to meet 50 percent of our
Federal expenditures in the fiscal year
1944 by taxation. This, in my opinion,
is not only a worthy achievement for our
people, but demonstrates that they are
willing to assume a heavy tax load in
order to insure freedom and democracy.

The difference between the amount we
secure through taxation and our Federal
expenditures must be borrowed in order
to balance the budget. Our national
debt has been growing by leaps and
bounds. The present national debt is
$165,000,000,000. Present indications
are that it will reach $210,000,000,000 by
the end of the fiscal year June 30, 1944.
The amount of money borrowed can be
reduced by increasing our tax load and
reducing Federal expenditures. The tax
burden for the fiscal year 1944 will in-
crease and there must be a reduction in
expenditures.

The President in his Budget message
for the fiscal year 1944 advised Congress
that we would spend $106,000,000,000.
Many of us believed that we could not
possibly spend over $90,000,000,000 in
the fiscal year. Recent daily Treasury
statements indicate that we may not
reach this figure. The War Department
has already advised Congress that they
expect to spend $13,000,000,000 less than
the estimate in the Budzet. No doubt
the Navy will submit a reduction of four
or five billion dollars in expenditures.
Congress is going to insist on the paring
to the bone of other items of Federal
expenditures. They must be reduced.
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It is easier to save a dollar than to raise
it by taxes.

Once a nation enters upon a spending
program that shifts its production of
goods and materials from consumer de-
mand to production of instruments of
war we become threatened with inflation.
This has been true in every war and it is
true at the present time. Inflation to-
day is not only threatening—it is here.
It constitutes a real problem. The Treas-
ury Department has consistently urged
that we greatly increase the tax burden
of our citizens in order to mop up this
inflationary spending money. They and
other agencies have submitted estimates
of the inflationary gap varying from g
few billion dollars up to $60,000,000,000.
I am distrustful of figures which presume
to measure this gap with any approach
to exactness. Using 1943 figures as a
basis it is possible to develop estimates
of an inflationary gap ranging all the
way from fifteen to twenty billion dol-
lars all the way down to zero, depending
upon how liberal or conservative the data
is estimated. In fact, I believe it is pos-
sible to produce figures showing a nega-
tive inflationary gap while using esti-
mates that have all the appearance of
being reasonable. My personal opinion
is that the restrictive programs of the
present administration are doing more
to cause inflation than the consumers
themselves. Instead of trying to in-
crease consumers goods, such as food,
clothing, oil, and gasoline, which would
mop up excess purchasing power, the
administration, through the O. P. A,, is
reducing the production of these com-
modities, With increased spending ca-
pacity we must have an outlet for con-
sumer purchasing power. Consumers
would rather spend a few cents addi-
tional per pound for food than have a
rigid price-control program that will de-
stroy production to the extent that no
goods will be available,

REDUCE GOVERNMENT EXPENDITURES

The elimination of unnecessary Gov-
ernment expenditures offers the most di-
rect and effective attack upon inflation-
ary policies. Federal expenditures can
and must be reduced. The Byrd com-
mittee has from time to time called these
unnecessary expenditures to the atten-
tion of Congress and made suggestions
for a reduction of them. The Truman
committee has from time to time called
attention to the enormous waste of Fed-
eral funds. Innumerable instances could
be mentioned, but I am not going to take
the time to do it. We are not only
spending Federal taxpayers' money reck-
lessly in our own Nation—we are reach-
ing out to every section of the globe. It
is my contention that there will be a gen-
eral revolt among our people when the
curtain which shields much of this waste
and extravagance is lifted. The day of
reckoning is coming and the retribution
will be drastic. Just as a sample of what
we are doing with the taxpayers’ money
I wish to call attention to the following
news story which appeared in the press
at the time we were holding hearings on
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the proposed ten and a half billion dol-
lar tax bill:

MonTEVIDEO, URvUGUAY, October 23—The
Uruguayan Government announced accept-
ance today of a $500,000 gift from the Unilted
Btates Office of Coordination of Inter-Amer-
ican Affairs to be devoted to sanitation work
and health measures. *

It will be remembered that our own
W. P. A, carried out a similar project in
this country, much to the disgust =nd ex-
pense of our taxpayers. And now we are
going to do the same thing in far-away
Uruguay, carrying out the good-neighbor
policy as it were. But this is only one
of many instances of extravagance
and wastefulness that this administra-
tion is practicing, and it is high time
a stop was put to it.

NATIONAL DEET

Borrowing is an integral important
factor in our war financing. Unfortu-
nately, we were using deficit financing
to balance our Federal Budget for 10
years previous to our entry into World
War No. 2. It was hard to arouse the
country and Congress as to the danger of
this method of financing our national ex-
penditures. Every imaginable demand
was made upon the Federal Government.
As a Nation we conceived various boon-
doggling programs on which to spend
borrowed money.

Harry Hopkins, close adviser to the
White House, on the eve of a recent elec-
tion, said, “We will spend and spend,
tax and tax, and elect and elect.” As
a Nation we had swallowed the philos-
ophy of the British monetary expert,
Lord Eeynes, :

7 EEYNES THEORY

According to Lord Keynes, a nation
can spend without limit, regardless of its
income, wealth, or debt, so long as we
merely owe the debt internally to our-
selves. The process of paying it off in-
volves only siphoning of money through
taxation from one pocket to another, If
the pockets were in the pants of the same
individuval there might be merit in this
philosophy. Unfortunately, the pockets
are quite often in the other man’s pants.

Vice President Warrace and other New
Deal administrators, advise us we need
have no fear as to our national solvency,
regardless of astronomical indebtedness.
They labor under the impression that
we can borrow and borrow and spend
and spend. Their philosophy is that
national debt is not dangerous but re-
spectable and possibly virtuous as we
owe it to ourselves.

The national debt per capita on Octo-
ber 31, 1643, amounted to nearly $1,204,
or an average of $4,816 for a family of
four. During the month cf October 1943,
the per capita national debt increased
approximately $48, while the increase for
the year ending October 31, 1943,
amounted to about $517. The highest
peak the national debt reached during
World War No. 1 was about $250 per
capita, or $954 less than the present debt
burden.

GROWTH OF FEDERAL DEBT

In 1910 the Federal debt of the United
States was only $1,470,000,000.

By 1920
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the cost of the First World War had
raised this debt to $24,298,000,000. Dur-
ing the 1920’s, the debt was reduced
steadily, falling to $16,185,000,000 by 1930.
Then the depression years of the 1930’s
raised the debt to $43,000,000,000 in 1940.

On October 31, 1943, the cost of the
Second World War had already lifted the
national debt to $165,000,000,000. At the
present rate of expenditures and current
tax collections, it is estimated that by
June 30, 1844, our national debt will have
reached $210,000,000,000. Estimates for
1945 reach $300,000,000,000.

A national debt of $300,000,000,000 in
1845 will mean a per capita debt of
approximately $2,222 for every man,
woman, and child in the country. In
brief, in the span of 35 years, our per
capita debt will heve risen from $12 to
$2,222, despite an increase of 47 percent
in our population in this period.

The carrying charge on this indebted-
ness at an average interest rate of be-
tween £ and 3 percent places a heavy
burden on every taxpayer. Production
that will be needed for post-war eco-
nomic reconstruction must carry this
burden.

Through our present deficit financing,
we are unconsciously but certainly shap-
ing our post-war economy. We must,
therefore; eliminate waste, unnecessary
expenditures, demand rigid economy, and
a strict accounting for every dollar spent.
Per capita share of the national debt, World

War No. 1 and World War No. 2 as of
Oct. 31, 1943

Total | National
national | debt per
debt capita

Billions .,
of dollare
World War No. 1:
Fre-World War No. 1 debt
(Mar. 31, 1017) .o 1.3 $12
Highest World War No. 1

debt (Aug. 31, 1919) .. ... 6.6 250
Lowest post-World War No.

1'debt (Dec. 31, 1830)........ 16.0 130

World War No. 2:

Pre-World War No. 2 debt

(Nov. 30, 3041) . —eooooeee 55.0 412
World War No. 2 debt 1 year

ago (Oct. 31, 1842)__________. 2.9 686
World War No. 2 debt 1

month ago (B&)L 30, 1943)._.. 158.3 1,156
Fresent World War No. 2debt

(Oct. 31, 1043) e cceeeeea| 11850 1, 204

1 Does not include guaranteed oblizations of the Gov-
ernment agencies, which amounted to 4.1 billion dollars.

EBource: The Chicago Journal of Commerce, Nov. 4,
043,

COST OF OUR DEFENSE AND WAR PROGRAM

Fighting a global war requires expend-

*itures of funds that are beyond the
comprehension of finite minds.

World War No. 1 cost the United States
around $32,000,000,000. By August 1943
the Congress of the United States had
appropriated nearly $340,000,000,000 for
the prosecution of World War No. 2.
Commitments, which are made up large-
1y of contracts awarded and the like, to-
taled around $230,000,000,000. The ac-
tual cash paid out by the United States
Treasury for war purposes amounted to
over $124,000,000,000.
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Cost of the war program to the U. 8. Govern=
ment (Cumulative Totals)?*

[Billions of dollars]

i Cash-
Year and month  |Program & COMMit-| \op gy,
ments 2 | SPRCAC
ures
0.4 4.0 0.2
21.4 14.5 L9
28,1 20,2 6.7
T 2B 15.8
LI 175, 6 133. 0 4.9
Yeoambar.......... PATEY 183.8 68.2
1643:
June. .. 275, 8 223, 5 110.0
July.... = 330.9 250.3 116.8
August. ..o 9T |l 1243

18urvey of Current Business, June 1943, p. 26, and
October 1943, p. 8. 18, U, 8. Department of Commerce,

#The war program includes the money appropristed
by Congress, Commitments include contracts awarded
and the like. Cash expenditures are the amount of

disbursements by the U. 8, Treasury.
WAR-BOND PURCHASES

Are the much publicized War-bond
drives a failure? A thorough analysis
of the War-bond purchases in the First,
Second, and Third War Loan drives con-
vinces me that they are successful only
in the dollar value of bonds sold. Every
issue has been oversubscribed and that
should be proof that the drives were suc-
cessful. A War-bond drive is not suc-
cessful unless the individual citizen pur-
chases a large portion of the bonds sold.
As of October 7, 1943, we sold approxi-
mately $50,000,000,000 of War bonds in
the three War-loan drives. The indi-
vidual citizen bought only seven and one-
half billion dollars of this total. Gen-
erally speaking, over 80 percent of the
bonds sold in the three drives were pur~
chased by insurance companies, mutual
savings banks, State and local govern-

. ments, other corporations and associa-

tions, dealers and brokers, United States
Government agencies, trust funds, and
commercial banks. The commercial
banks bought $10,145,000,000 worth in
the First and Second Loan drives. They-
were prohibited from making subsecrip-
tions in the Third Loan drive. They and
other financial institutions loaned pur-
chasers over $2,000,000,000 with which to
buy bonds. Since September 15 the
banks have cashed in for individuals or
corporations $3,000,000,000 worth of War
bonds. Bonds purchased by banks cre-
ate new credit. These purchases are
highly inflationary. This policy demon-
strates the futility of increasing taxes to
close the inflationary gap as long as we
sell large sums of War bonds to commer-
cial banks. The insurance companies
and other corporations and agencies pur-
chased approximately $30,000,000,000 in
War bonds in the first three War-loan
drives. These purchases are not infla-
tionary, but they fail to reach the indi-
vidual’s excess purchasing power.

The Secretary of the Treasury has an-
nounced the month of January as the
opening of the Fourth War Loan drive.
The goal will be $14,000,000,000. On the
basis of previous purchases the individ-
ual citizen will take $3,000,000,000 of the
quota. It is time we face these facts.
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The day of depending on movie actors,
entertainers,” and theatrical performers
to put over our bond drives must end.
We do not question the motives of these
patriotic people who have given so gen-
erously of time and talent. The bond
quota has been oversubscribed. Despite
this fact, I contend they have failed. Our
people need to be informed of the dan-
ger of the concentration of large holdings
of bonds in our financial institutions.
We need an educational campaign that
wiH reach every citizen. He must be
convinced that it is to his best interests
and his children’s best interests to own
this share in his own Government. Our
sacrificing and patriotic people can and
will assume this obligation.

Sales of securities in the first 3 war loans by
classes of investors

[In millions of dollars]

Third
Fiist War esand War Loan
an incom-
Loan plate) 1
Nonbanking investors:
Individuals, part-
nerships, and per-
sonal trust ac-
coun 1,503 3,200 4,435
Insurance
e e AL 1, 699 2, 408 2, 604
Mutual -
banks €20 1,195 1, 502
Btate
governments___.. 200 503 T3
Other corporations
and associations 1. 2, 5,155 8,800
Dealers and brokers. 769 B44 800
U. 8. Government
nﬁanelcs and trust
_____________ 270 801 630
Commucml banks. .... 5, 087 5,008 |aeenunanan
Potalo ol 12, 47 18, 543 17,733

1 8ales rclﬁrled through Oct, 5, Reports not yet in
will raise total by at least $1,000,000,000, mostly
sales to individuals,

? Includes eleemosynary institutions,

Nore.—~Figures are rounded to nearest million and will
not necessarily add to totals,

Source: Office of the Secretary of the Treasury, Divie
sion of Research and Statistics. Oct. 7. 1943,

CONTRACT BROKERS

Our committee is making further
efforts to eliminate those leeches on our
taxpayers who render no service to our
war effort, yet in the aggregate draw mil-
lions of dollars in fat commissions as
war brokers. While our boys are giv-
. ing their very all on the battle fronts—
while our citizens are groaning under a
heavy tax burden—we hear of calloused
and unscrupulous individuals who are
concerned only about commissions and
brokerage fees. Thesé despicable crea-
tures must be removed from the backs of
the taxpayers. The House Naval Affairs
Committee made an investigation of the
commission agents and war brokers on
the procurement of Government busi-
ness. Legislation was recommended by
that able committee and approved by
Congress. No doubt great improvement
has resulted from this action. Despite
present Federal statutes, rumors con-
tinue that the problem is still with us.
Evidence indicates that various means
and devices are being used to evade the
provisions of our present statutes. Sug-
gestions are made that these brokers are
being carried on the pay rolls and on the
basis of contingent fees in order to re-
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ceive these unearned gains, A study of
some of the individual cases makes one
wonder how responsible manufacturers
would be so gullible. The members of
cur committee were unanimous in mak-
ing an effort to stop this reprehensible
practice. We realize there are legiti-
mate commission agents and brokers. It
was not our intention to disrupt these
necessary services. There is no doubt
in my mind but what the committee
wanted to reach this group of individuals
who, either through political influence
or friendship with the contractor, was
receiving compensation in any form as
a war broker. The language in the

- pending bill was drafted from the fol-

lowing crudely drawn but all-inclusive
amendment that I offered. It is quoted
here so as to give the intent of the com-
mittee:

Any amount paid by a contractor to a
contract broker or an individual, partner-
ship, or corporation, as a fee for securing the
contract, whether paid directly by a retainer
or otherwise, will not be consldered as an
allowable cost item for taxation or renegotia-
tlon. Authorized agents and brokers, rec-
ognized as such in the mercantile field, are
exempt from this provision.

The language in the proposed bill con-
tinues existing law which lists war-con-
tract brokers as subcontractors and
makes them subject to renegotiation
where the total amount received exceeds
$25,000. The language in the proposed
bill broadens and strengthens existing
law. The following statement analyzes
the new proposal and is found on page
38 of the report accompanying H. R.
3687:

Your committee continued the provisions
of existing law as to war-contract brokers,
who are subject to renegotiation if the aggre-
gate of the amounts received by such broker
for the fiscal year exceeds $25,000. This pro-
vision was further strengthened by disallow-
ing as costs to the prime contractor any
commission, percentage, brokerage, or con=
tingent fee pald or payable to any person
for, or in connection with, the soliciting or
securing by such person of a contract with a
department, unless such person is a bona fide
established commercial or selling agency
maintained by the contractor for the pur-
pose of securing business,

CURRENT TAX PAYMENTS

During the debate on the House reso-
lution providing for the extension of the
Commodity Credit Corporation several
statements were made as to the infla-
tionary effect of the Ruml plan. In the
first place, the Ruml plan was never ap-
proved by Congress, and secondly, its
approval would have been deflationary.
There can be no doubt about that state-
ment because current tax collections on
a higher income than the previous
year's base at the same rate siphons
off a larger amount of money than
would have been collected in the cur-
rent year on the past year's lower tax
liability, Congress passed the Current
Tax Payment Act of 1943. It became
effective as of July 1 of this year. The
statement has been made that this act
was 75 percent of the Ruml plan, That
is not a correct statement, but, regard-
less of that, tax collecticas will be fully
current by March 15, 1945,
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Let us analyze the results of this ac-
tion and see how inflationary the action
of Congress was. If Congress had not
approved the Current Tax Payment Act
of 1943 we would have collected $9,800,-
000,000 in personal income taxes in 1943.
This was the personal income-tax liabil-
ity for the year 1942 payable in 1943
under the law previous to enactment of
the Current Tax Payment Act of 1943,
Under the Current Tax Payment Act we
will collect approximately $15,000,000,000
in 1943 instead of $9,800,000,000 under
the old method. In other words, we col-
lect $5,000,000,000 more in taxes because
of the passage of that act and the fact
that taxes will be collected on current in-
come at last year's rates. This $5,000,-
000,000 additional increase in tax.collec-
tions for the year 1943 refute every state-
ment and argument that collecting taxes
currently is inflationary. Let no one be
deceived by statements that the present
method of collecting taxes as approved
recently in Congress is inflationary.
Following is a colloquy between Mr. Ran-
dolph Paul, General Counsel for the
Treasury, and myself as found on page
179 of the hearings on the Revenue Act
for 1943:

Mr. CartsoN. Now, Mr, Paul, can you tell
me how much additional personal-income-
tax revenue we are going to collect in fiscal
year 1944 because of the Current Tax Pay-
ment Act of 19437

Mr. Pavr, Roughly nearly $5,000,000,000.

Mr. CarLsoN., That added to the $9,800,000,~
000 would be $14,800,000,000 that you should
collect this fiscal year because we passed the
Current Tax Payment Act?

Mr. Paur. We are collecting this year on
the basis of a higher level of income, Mr.
Carlson.

Mr. CarusoN. I fully understand that, but
this 1s collections, We are making $14,-
800,000,000?

Mr, Pavr. I think that our estimates of
individual income-tax collections for the
fiscal year 1944 are $17,900,000,000.

Mr. CarLsoN. Well, $18,000,000,000, roughly
speaking, maybe we can get together on that,

Mr, PauL. That may be it.

Mr. CarrsoN. That additional $5,000,000,-
000 we have picked up was no doubt very
helpful in this drive to stop inflation; is that
right?

Mr, Pautr. Surely. Nobody that I have
heard of in the Treasury opposed current
collections,

Mr. CarLsoN. At no time did the Treasury
have to issue any bonds because of the re-
cently enacted Current Withholding Act?

Mr. Paur. I said that in answer to Mr.
GEARHART'S question.

RENEGOTIATION

The purpose of renegotiation is to pre-
vent an individual or corporation from
retaininzg unconscionable war profits.
Theoretically, this is a commendable law
because no patriotic American ecitizen
wants anyone to get rich out of war
profits. Practically, it has not prevented
war profiteering and the making of war
millionaires. It is true that it has recap-
tured the profits from individuals and
corporations who have been engaged in
war production. It has, however, had no

-effect on concerns not engaged directly -

in war work.

The hotels, department stores, liquor
dealers, and so on, whese business has
been and will continue to be accelerated
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by the war far beyond the increased ac-
celeration in war industry are not sub-
ject to the Renegotiation Act. The justi-
fication for enactment of the Renegotia-
tion Act was the national defense and
war emergency. Necessarily a great and
immediate expansion of our war pro-
gram was imperative regardless of cost
of our orderly procurement.

Our war effort required the immediate
manufacture of many items and
weapons and most of this material was
produced on a large-volume basis. Un-
der these conditions cost ascertainment
was most difficult to secure and the
profits were difficult to determine. The
result was the approval of the Renegotia-
tion Act.

The procurement officials have now
had 3 years’ experience in the purchase
of war materials since Pearl Harbor. It
does not seem to me that they can justify
the continuance of this act as a repric-
ing statute. Procurement officials who
cannot purchase standard commodities
in the open market and through com-
petitive bid without a Federal repricing
statute should be removed. An effort is
being made by the officials in charge to
designate the Renegotiation Act as a re-
pricing measure instead of a tax meas-
ure. Regardless of their statements and
efforts this act must be considered as a
tax measure. It deals directly with the
return of money to the Federal Treasury,
which should have been returned
through taxation.

There are, of course, instances where
the tax base of a corporation was such
that the 90 percent excess profits tax law
did not secure full and complete elimi-
nation of excess profits. This inequal-
ity in our tax law and the need for
repricing of new types of war material
not previously manufactured or pro-
duced is the only basis for the continu-
ance of the act. It is a dangerous law.
It takes the taxing authority away from
the Federal Government and places it in
the hands of an individual. The con-
tracts are renegotiated under existing
law, not by standards established by Con-
gress in its tax laws, but by the will and
whim of individuals appointed by agents
of administrative branches of our Gov-
ernment. Truly it can be said this is
un-American.

Mr. Maurice Karker, Chairman of the
War Price Adjustment Board, testifying
before the Ways and Means Committee
on September 9, stated: “The renegotia-
tion of war contracts is a dangerous and
un-American statute,” but later con-
doned it on the grounds that “we are in
a dangerous and destructive situation.”
Representatives of the War Department,
Navy Department, Maritime Commis-
sion, and other agencies authorized to
renegotiate contracts appeared before
our committee. There is no doubt but
what they are honest, capable, and pa-
triotic. They protested vigorously any
charges by members of the committee
. that they had shown favoritism as be-
tween manufacturers or individuals, that
they had used duress in any form to se-
cure the signature of the contractor on
renegotiation, that they had in no in-
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stance destroyed or damaged the corpo-
rate structure of any corporation, and
that they had at all times given credit
and encouragement to manufacturers in
order that the manufacturers reduce and
eliminate cost as far as possible. Despite
these protestations of their conduct of
the proceedings witness after witness ap-
peared before our committee testifying
to the contrary. I am reminded of the
old adage, “Your actions speak so loud
I cannot hear what you say.”

Evidence clearly indicated that patri-
otic, capable Americans making an hon-
est and invaluable contribution to the
war effort on the home front were per-
secuted by individuals representing these
agencies in the renegotiation of con-
tracts.

With this background, the committee
set about to revise and rewrite the Re-
negotiation Act. The results, I am sure,
are not satisfactory. There were those
in the committee who wanted to repeal
the act immediately, then there were
ofhers who wanted to greatly expand
the work and operations of the act.
As one member of that committee I am
convinced we have made great improve-
ment in existing law. I do not expect
to mention specifically the many
changes that are proposed as they have
been frankly discussed in the commit-
tee. I do want to mention one item
that was approved by the committee
and later removed on the insistence of
officials in the various agencies dealing
with renegotiation. In the new pro-
posal we set forth seven factors found
in section 403-A of the proposed bill,
which factors must be taken into con-
sideration in determining excessive
profits. During the writing of the bill
I offered an amendment adding the fol-
lowing words to (vii) section 403-A:

Potential financlal burden to reconvert.

In the report of the committee you
will find the following statement on page
36 at the conclusion of item 6:

Your committee believes that in computing
excessive profits consideration should be
given to the financial problems in connection
with reconversion in applying factor (g).

Contractor after contractor appeared
before our committee and testified that
the renegotiation of their profits had
removed funds needed for post-war con-
version. Our manufacturers must build
substantial reserves for post-war conver-
sion if they are to immediately reconvert
to post-war production and take care of
our unemployment problem. The pres-
ent policies of the renegotiating agencies
in this regard are not only unfair to the
manufacturers but they will prove dis-
astrous to our future economic structure.
In my opinion it will be much better for
the manufacturers to retain a portion of
existing profits for reconversion rather
than open up the doors of the Federal
Treasury for post-war reconversion
loans.

Mr. KNUTSON. Mr. Chairman, I
vield b minutes to the gentleman from
New Jersey [Mr. HARTLEY],

Mr. HARTLEY. Mr. Chairman, I wish
to address myself to title IV of this hill.
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I do so not because I expect to change
any votes here this afternoon or have
this title removed from the bill, but be-
cause I want to call to the attention of
the Committee what has been done by
the Committee on Ways and Means with
reference to postage rates.

I have profound respect for every
member of the Committee on Ways and
Means, and I recognize the tremendous
task they have had in trying to find ways
and means to raise revenue.

Title IV is a tax on postage. Frankly,
I do not think it comes within the pur=
view of the Committee on Ways and
Means to deal with postage rates. No
hearings were held on this particular
subject, and the Post Office Department
was not consulted, nor were any of the
thousands of small businesses through-
out the United States who are to be
severely hurt, particularly by the revi-
sion of third-class rates, nor were any of
the charitable and educational organiza-
tions that depend upcn third-class mail
for the solicitation of funds for their
work.

Title IV is based on the naive assump-
tion that by raising the postage rates
we are going to receive additional reve-
nue. The history of postal rates shows
that the contrary is true. Back in 1925
we revised the rates on postal cards from
1 to 2 cents on the assumption that we
would obtain double the revenue. The
fact is that we received less than half
the revenue after the rates on postal
cards were increased.

Mr. GAVIN. Mr, Chairman, will the
gentleman yield?

Mr. HARTLEY, I yield to the gentle-
man from Pennsylvania,

Mr. GAVIN. I have some figures here
that may interest the distinguished gen-
tleman from New Jersey.

Out of a total estimated yield of $1,-
901,000,000 in excess revenues voted by
the committee, postal rate changes are
estimated to produce $175,000,000. In
1932, when postal volume and revenues
dropped to $588,000,000, the Post Oifice
Depariment suffered a deficit of $206,-
885,000. Agitation at that time for
higher postal rates to save the taxpayers
this expense was defeated by the argu-
ment that the deficit could only be wiped
out by maintaining low rates and build-
ing up postal volume and revenues.
Time has proven the soundness of that
argument,

In 1942, with the same low rates exist-
ing in 1932, revenues had increased to
$889,817,000 and the deficit was reduced
to $11.825,000, a saving to taxpayers of
$195,000,000. For the fiscal year 1943,
revenues are estimated at the all-time
hizh of $961,059,690, with an all-time low
deficit of only $3,5643,122, notwithstand-
ing Postmaster General Walker's own
statement that additional revenue
amounting to $103,000,000 would have ac-
crued to the service if all governmental
departments and agencies had been re-
quired to pay postage on their free pen-
alty mail as proposed under the Burch
bill. With this additional revenue, the
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nearly $100,000,000.

These figures and experienee speak for
themselves and I respectfully direct them
to the attention of every Member of the
House. Low postal rates encourage mail-
ings and produce larger volume, higher
revenues, and higher profits. Higher
rates discourage mailings, reduce volume
and lower revenues, and create deficits.

Mr. HARTLEY. I thank the gentle-
man for his contribution, even though he
did take me off my feet very effectively.

Mr. ENUTSON. Yes; but he is mak-
ing a good speech for the gentleman
from New Jersey.

Mr. HARTLEY. That isright, I agree.

The gentleman has mentioned penalty
mail. I call attention to the fact that
the committee report states that the Post
Office Department is operating in the
red If they did what they are supposed
to do and took credit for penalty mail,
they would show a profit of over $100,-
000,000. We Members of Congress are
accused many times of being very rash
in our use of the franking privilege. 1
wish to make a comparison to show you
where the real cost of mailing exists. It
is apparent from the following table:

Comparison of commercial-rate cost of
franked mail (congressional) and penalty
mail (Government departments) from
fiscal year 1932 to 1943, inclusive

Penalty
mail

Franked

Fiscal year il

. 3778, 436
1,019, 621
775, 785
977, 162

1 Approximately.

The proposal to double the rates of
postage on third-class mail matter is
designed to raise $74,400,000. The pro-
posal completely ignores the law of di-
minishing returns. The estimate of ad-
ditional revenue is based upon the post-
age actually received from third-class
mail matter in the fiscal year ended June
30, 1942, aggregating $74,378,000. As a
matter of fact, the postage for third-
class mail matter for the fiscal year
ended June 30, 1943, was $10,000,000 less
than in the fiscal year 1942, This de-
crease in postage is due to a number of
factors, among them the shortage of pa-
per and curtailment of use of paper by
order of the War Production Board.

Generally speaking, the postage rate
on a large volume of third-class mail
matter is 12 cents per pound, subject to
minimum chearge of 1 cent per piece.
Under the Ways and Means Committee
proposal this rate would he 24 cents per
pound with a minimum of 2 cents per
piece, and on mailings of third class by
mailers who mail only small quantities,
the rate would be increased from 1%
cents for each 2 ounces to 3 cents for
each 2 ounces, and subject to minimum
of 3 cents per piece, It is obvious that
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service would have shown a profit of

the mailer of third-class matter in small
quantities, who now pays 1'% cents per
piece, cannot pay 3 cents per piece for
unsealed circular matter,

For the large mailer of third-class mail
matter in bulk, the rate of 24 tents per
pound, or a minimum of 2 cents per
piece, will likewise be forced to curtail
tremendously the volume of mailings.
Therefore, it is probable that the Post
Office Department would not realize as
much postage on third-class mail under
the higher rates as it now receives at the
lower rates. Furthermore, it is doubtful
whether the Department would be able
to reduce expenditures to any apprecia-
ble extent by virtue of the reduced mail-
ings.

In 1925 the Post Office Department
had some experience with higher rates
than the present rates on third-class
mail matter, and the higher rates re-
sulted in a decrease in total postage
received. The Post Office Department
also had similar disastrous experience
with the doubling of the penny postal
card rate in 1925, when it was increased
from 1 to 2 cents. The postage formerly
received from penny postal cards almost
entirely disappeared from the postal ac-
count books. In the fiscal years 1933
and 1934 the maximum wartime rate on
second class was restored by amendment
to the 1932 Revenue Act. The expe-
rience of the Post Office in this increase,
which averaged approximately 25 per-
cent increase over the existing rates, re-
sulted in the Post Office Department
actually receiving less revenue at the
increased rates than it did at the lower
rates. In all these cases of decreased
revenues the Department was unable to
make any tangible reduction in expendi-
tures, and its deficit was greatest in those
years when its receipts from postage
under higher rates was less than ordi-
narily.

In contrast, the Post Office Depart-
ment is now operating on rates that
encourage the use of postal facilities and
notwithstanding the fact that the De-
partment rendered free services for the
Government departments amounting to
$154,000,000, for the fiscal year ending
June 30, 1943, the Department had an
operating deficit, that is, cash deficit
without any credits for such free serv-
ices, of only $3,543,000, and for the 12
months period ended September 30, 1943,
the Postmaster General anonunced that
for the first time in the history of the
Department the total cash receipts
aggregated over $1,000,000,600, and that
the Department had a cash operating
profit of $12,000,000, notwithstanding no
credit was taken for the enormous
amount of free services rendered the
other Government departments.

The Post Office Department has a
monopoly on first-class mail matter.
This is the only class of mail matter
where the law of diminishing returns
does not apply to the same extent as in
the other classes of mail, for the simple
reason that there can be no competition
with the Post Office Department on the
transmission of letters, whereas other
classes of mail matter move by compet-
ing methods of transportation, or do not
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originate at all because postage rates or
rates of transportation are too high.

The Post Office Department must of
necessity maintain an enormous organi-
zation for the handling of first-class mail
matter. The lower rates on other classes
of mail matter, such as second, third,
fourth class (parcel post), money orders,
registry, insurance, c¢. 0. d., are in the
nature of fillers-in and rates generally
in the past have been fixed for those
classes on a basis which will encourage
the use of the maximum facilities of the
postal establishment. The results for
the 12 months ended September 30, 1943,
which enabled the Department to show
a cash operating profit of $12,000,000 and
at the same time render $154,000,000
worth of free services for the other Gov-
ernment departments, for which they
received no credit, should convince all
fair-minded persons who wish to look the
facts squarely in the face that postal
rates on classes other than first-class
mail should not be tampered with or
without a most careful study.

The following letters and wires foretell
the inevitable result of this tax on the
Postal Service:

BrooxryN, N. Y.
Hon. Frep A. HARTLEY, Jr.,
House Post Office Committee:

Respectfully urge immediate reconsidera-
tion of proposed increase in third-class post=
age rate. Our nonprofit religious organiza-
tion publishes New Testament missals and
official religious books required for military
and clvillan use. Armed forces have been
supplied with 2,000,000 New Testaments, for
which we supplied original plates without
cost to Government Printing Office. Armed
forces have also been supplied with millions
of my military missals and my Sunday mis-
sals through the U. 8. O. at less than actual
cost. Over 600,000 =oldiers received gift books
donated by our members. Increased third-
class postage rates would force us to aban-
don maliling to these members, who make it
possible for us to continue this subsidized
production of the most vitally needed reli-
glous books for servicemen and chaplains in
the armed gervices and for morale building
amongst clvillans.

Rev. JosEPH F. STEDMAN,
Confraternity of the Precious Blood.

BavTimore, Mbp., November 12, 1943,
FRrep A. HARTLEY, Jr., J
House Post Office Committee,

'Washington, D. C.:
Our foreign mission headquarters appeals
by mall for funds for charitable missionary
work. Propcsed increase on third-class post-
age rates will decrease the Income to our
missioners by $15,000 each year. This may
force us to cease mailing appeals, thus ham-
pering religious activities and taking from
the Post Office Department the great sum
which we now spend on postage. Please reg-
ister our objection to increase in postage

rates.

Rev. RALPH M. FONTAINE,

BALTIMORE, Mb., November 10, 1943,
Representative Frep A. HARTLEY, Jr.,
House Post Office Committee,

Washington, D. C.;
The proposed increase in postage rates,
especially on mail under 562, would be im-
possible burden on Holy Trinity Fathers
through increasing our annual postage ex-
penses by $30,000. We seek financial aid for
missioners and students for priesthood
through mall appeais. Increased rates will
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ecause us to suffer irreparable loss and result
in complete elimination of our mail.
Rev. E. CYPRIAN NUSCA,
Holy Trinity Fathers,
Park Heights Avenue, Pikesville, Md.

TowWER INSTITUTE,
Pittsburgh, Pa., November 10, 1943.
Mr. Frep A, HARTLEY, JI.,
House Post Office Committee,
Washington, D. C.
Dear Bm: Our home for orphan boys is
supported mainly by contributions solicited
by mail. We object to Ways and Means Com-
mittee proposed increase in third-class post=
age rate, as it would deprive us of funds
necessary to care for orphans. Under pro-
posed rate our mailing may have to be dis-
continued, causing great loss to the Post
Office each year.
Sincerely yours,
Bev, REGIS P. EnAl,
0. M. Cap., Director.,

Perer Henoersow & Co.,
New York, N. Y., November 11, 1843.
The Honorable Frep A. HARTLEY, Jr.,
The House of Representatives,
Washington, D. C.

Dear Smm: We know that you will give care-
ful consideration to the recommendation of
the House Ways and Means Committee to
increase certaln postage rates. Once you
have studied all the facts, however, we are
confident that you will decide agalnst their
recommendation.

First, there is the irrefutable fact that an
increase in postage rates Is followed by a
sharp reduction in volume. Thus there is a
decrease in revenue instead of an Increase. To
cite one example, when in 1917 the rate on
penny post cards was increased to 2 cents,
revenue from this class of mail immediately
dropped from $20,000,000 to 10,000,000,

Second, the Postal Service is an essential
service and should not be employed as a tax-
ing medium, It plays a vital part in the
dally life of the Nation, and it should not be
classified as a luxury.

Third, the present postal rates are doing a
good job in producing revenue, Postmaster
General Walker has said that if all govern-
mental departments and agencies were re-
quired to pay postage on their free penalty
mail, the Department would have shown a
profit of $100,000,000 in 1942.

Fourth, the proposed 3 percent tax on par-
cel post would be a discriminatory tax against
the mail-order houses, and more particularly
against the seed industry which does the
bulk of its business with Victory gardenera
through the mail. It would seem that this
tax is also directed against the dwellers in
rural communities, since it is obvious that
the people living in the larger towns have
much less occasion to purchase by mail.

Lower postal rates encourage mailings, and
they produce larger volume and higher reve-
nue. Higher postal rates will have a disas-
trous effect on business mail users, and bring
less revenue to the government.

Very truly yours,
PeTER HENDERSON & Co.,
HARRY CaNDY, President.

TANNERS SHOE Co.,
Boston, Mass., November 12, 1943,
Hon. Frep A. HARTLEY, Jr.,
House Post Offiee and Post Roads
Committee, Washington, D. C,

Sir: We desire to enter our protest against
the proposed increase in the postal rates now
being considered by the House Ways and
Means Committee.

We feel that the Postal Service should not
be used as a means of taxation. The pro-
posed increases are so great that their pur-
pese can only be the raising of money for
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other purposes, and not for the expense of
the Post Office.

The rate increase would be an unfair dis=-
crimination against certain classes of busi-
nesses. For example, for 23 years we have
shipped single pairs of shoes to the consumer
by parcel post, ¢. 0. d. The doubling of the
c. 0. d. and the increase of the money-ordér
fee would raise the cost of our shoes about
25 cents per pair. The ralsing of these rates
would not affect the mall-order houses who
do not use c. o. d., as the parcel-post rates
are not to be increased.

The rate increase is a step against the Gov-
ernment policy of holding the line on prices.
By a large increase in postal rates, there
would have to be a corresponding increase
in prices. Many firms would have to request
higber price cellings for thelr goods, for these
€xcessive proposed Increases could not be
absorbed with present ceilings.

Furthermore, these new rates might well
result in an actual loss of revenue, For ex-
ample, we would possibly abandon our tra-
ditional method of c. 0. d. shipment In favor
of prepald parcel post, thus losing for the
Post Office the present revenue they get
from e¢. o. d. shipments. Many firms would
turn away from the malils to other forms of
distribution.

Therefore we object to the proposed in-
creases as a form of taxation, as a discrimina-
tlon against certain types of businesses in
favor of others, as a cause of increase in
celling prices on many items, and as an ill-
advised plan which may result in a very
slight increase in revenue due to a transfer
of present Post Office volume to other means
of distribution.

Respectfully yours,
L. 8HAPIRO, General Manager.
EDUCATORS ASSOCIATION, INC.,
New York, N. Y. November 9, 1943.
Representative Frep A, HARTLEY, Jr.,
House Office Building,
Washington, D. C.

My DeAr REPRESENTATIVE: May we ask you
to please vote against the increasing of post-
age rates from the present rates? A few of
my reasons are as follows:

First, this will be a disappointment in the
raising of revenue to pay Government ex-
penses because people will just reduce the
use of the malls. If I remember rightly, in
1917, when the mall rate on postal cards was
doubled, the revenue was reduced about 50
percent. I think this holds true in all classes
of mail with one exception and that is air
mail, because I belleve that people will pay
8 cents to send an alr-mail letter, where it
now only costs 6 cents. I believe all the
other proposed classes of mail at the new
rates will simply reduce tremendously the
amount of postage used. For example, the
increase in money orders will make it un-
profitable to send money orders, and pecple
will use bank checks in place of them.

Second, such an increase will cause a re-
duction in all classes of mail that are sent
to our boys in the armed forces and in our
judgment that would be a national calamity.

Third, such an increase will drive many
mail-order houses out. of business and thus
automatically ihe revenue will be reduced.
Our firm does not fall in that class,

Very cordially yours,
L. L. ToLLY.
THE HensLey Co.,
Chicago, November 8, 1543.
Hon. FRep A. HARTLEY, Jr.,
House Office Building,
Washington, D. C.

HownoraBLE Sir: The surest and qulckest
way for Congress to make the United States
Postal Department an insolvent beggar in
the family of Government agencles Is to per-
mit the Ways and Means Committee to raise
postal rates.
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That statement comes stralght from the
men who buy the stamps—the business
firms—the large mailers of first- and third-
class mail—the mailers who are now and
who have been keeping the Post Office in the
black.

Every large national maller we have talked
to (and the list of 9 of our customers ac-
count fcr some 50,000,000 pieces of mall mat-
ter each year) 1s unalterably opposed to this
blighting legislation.

No one could possibly gain from it, not even
the individual who mails a single letter a
day to a soldier, sailor, or marine. And
everyone ‘who mails, or who receives mail, or
who handles mail and delivers it to the Na-
tion's post offices would lose. And this is
why: Instead of doubling present postal
receipts (as some gullibles seem to dream)
it will indubitably cut the amount of mail
matter in half, or worse. Just as that
foolish raise of the l-cent post-card rate to
2 cents back in 1917 cut the normal yearly
revenue of $20,000,000 down to $10,000,000.

To sum up the aroused sentiment: The
Nation’s mailers do not want it. The recipi-
ents of mail do not want it. (They are all
mailers themselves.) And we, who serve the
users of mail, naturally do not want it.

It would kill the “goose that lays the
golden egg" for the Post Office.

Therefore, we respectfully appeal to you
to vote against this pernicious bill.

Respectiully,
TuE HENsLEY CoO.,
A. J. JoLIE, President.

CoNpON Bros., SEEDSMEN,
Rockford, Ill., November 15, 1943,
Hon. Congressman Frep A, HarTLEY, Jr.,
House Office Building,
Washington, D. C.

My Dear CoNGRESSMAN: Recent press re-
leases indicating radical increases in postal
rates, particularly in the third-class division,
would, if put into effect in full or part, prac-
tically put us out of business in a mail-
order way,

We have been growing and distributing
garden seed to the planters of the Nation
through the mail-order medium for more
than one-third of a century. Our catalog
circulation Is in excess of 2,000,000 copies.
We hit the 4 corners of the Nation and
render service to planters both on proper
varieties to plant in their section, quantity
of seed required for given acreage, complete
cultural directions, as well as canning gulde
instructions for preserving their surplus
products. ,

It is a well-known fact that this service
enlarged the past 2 years by Victory garden
movement, made a great contribution to the
welfare of the Nation. There is no_other
means of reaching and serving this vast num=-
ber of customers except through the mail-
order division, made possible by good postal

_service and reasonable rates.

We recognize the necessity of higher taxzes
on business in order to properly finance the
war to complete victory and a lasting peace,
but at the same time, if you tax the means
of “petting business before the business ia
secured, such as would occur in an increased
postal rate on third-class matter, seed cat-
alogs and seed packages, the Government
would wake up with diminishing returns the
same as developed back In about 1917, when
they increased the penny postal card rafte
from 1 to 2 cents.

We =olicit your earnest support and co=
operation in a spirit of justice to all that the
present postal rates be and remain as they
are for the time being.

Yours sincerely,
ConNpoN BroS,, SEEDSMEN,
By LEoNARD R. CONDON,
Sceretary and Treasurer.
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THE Warp-StiLson Co.,
Anderson, Ind., November 11, 1943,
The Honorable Frep A. HArTLEY, JT.,
House Office Building, Washington, D. C.

DEeAR E1r: Being a very heavy malil user, we
ere naturally very much concerned over the
possibility of increased postal rates.

We would like to register our protest
against such action for the following reason:

Increased postal rates as a means of taxa-
tion is economically unsound, as it will re-
sult iu curtailment of the use of mails wher-
ever possible, and this will at least partially
defeat the revenue-raising purpose.

The item that gives us greatest concern
is the propoescd increase on c. o. d. packages.
Doubling this rate as proposed would increase
our postai cost something more than §5,000
a month on our average of 40,000 c. o. d.
shipments per month., This increased ex-
pense cannot be passed along to the pur-
chaser in the face of present price controls.

Such an Increase in expense would seri-
ously jeopardize our business.

We recognize the difficulty of the problem
at hand and realize that you are doing every-
thing poesible to make an equitable distri-
bution of the tax levies. We trust that it
will be possible for you to find a more desir-
able and practical method and that postal
rates will be continued without increases,

Respectfully yours,
THE Warp-StTiLson Co.,
W. K. BriLson, President.

OFFICE OF THE POSTMASTER GENERAL,
Washington, D. C., July 7, 1942,
Hon. Ropert L. DOUGHTON,
Chairman, Committee on Ways and
Means, House of Representatives,
Washington, D. C.

Dear Mr. Caamman: I have your letter of
June 25, 1942, which suggests certain action
on the part of the Post Office Department in
respect of postage rates on second and third
class mail matter., Careful consideration has
been given to this letter, which informs me
of a motion of the Committee on Ways and
Means, and the request of the committee
that the language of the motion be studied,
and that I report as to the feasibility of the
proposition therein expressed, and make such
recommendations as may seem appropriate,

This proposition of the Commitiee on Ways
and Means is as follows:

“SEc. —. The Postmaster General is hereby
authorized and directed to prescribe after
notice and hearings, but not later than 90
days after the date of enactment of this act,
regulations providing for such increases in
the rates of postage applicable to mail matter
of the second class (except free county mat-
ter) and mail matter of the third class as
may be necessary in order that the revenues
in the case of each such class and in the case
of reasonable classifications within each such
class will fairly approximate the costs and
expenditures attributable thereto, and to
amend such regulations, from time to time,
to the extent necessary to carry out the pur-
poee of this act. The rates of postage pro-
vided for in such regulations shall become
effective, in lieu of the rates now provided
by law, within such reasonable time after the
promulgation of such regulations as the Post-
master General may provide therein. The
regulations prescribed pursuant to the provi-
sions of this act shall be published in the
Federal Register.”

May I at the outset say that I heartily ap-
Erove your proposal that the Postmaster Gen-
eral be authorized and directed to conduct
public hearings for the purpose of examining
and studying postal rates and making rec-
ommendations to Congress with reference
thereto. The proposal is the most important

" made in modern postal history. The need
for this study is most urgent. I feel it is
highly desirable that the hearings be con-
ducted publicly. This is in the best interests
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of the Postal Establishment and the host of
mail users as well. It should serve also to
bring to the public a better understanding
of the affairs cf the Postal Service and should
lead to a more clearly defined public policy.

I beg leave, however, to make the follow-
ing recommendatlions to your committee:

1. That the proposed legislation direct that
the study, heagings, and authority embrace
all postage rates and rates for all services
performed by the Postal Establishment;

2. That no time limit be prescribed for
the fixing of rates but that the proposed
legislation direct that the studies and hear-
ings bz begun promptly;

3. That the language of the proposed leg-
islation be amended to require that pcstage
rates and rates for postal services in cases,
classes, and classifications within classes,
wherein the Government has the inonopoly,
be fixed so as to fairly approximate the costs
and expenditures respectively attributable
thereto; 3

4, That the proposed legislation be
amended to require that costs and expendi-
tures be determined respectively attributable
to all other cases, classes, and classifications
within classes, wherein the Government does
not have the monopoly, and that the rates
therefor be fixed In the light of the general
welfare and the public interest; and

B. That the legislation be amended so that
regulations of the Postmaster General es-
tablishing a rate of postage or a rate for
service be not effective until 60 days after the
regulation fixing the rate is reported to both
Houses of Congress.

At my first appearance before the Bureau
of the Budget and the subcommittee of the
Appropriations Committee last year, 1 indi-
cated that in my opinion there was a real
necessity for a scientific study of costs and
revenues, and an intelligent application of
the results of the study to the postal busi-
ness.

Few appreciate the magnitude or the vast-
ness of the Postal Establishment., Few
realize what an immense and involved busi-
ness structure and service agency it has come
to be. It is a business operated through
more than 44,000 post offices. It employs
more than 336,000 persons. It handles each
year accountable cash, property, and stock of
the wvalue of more than $8,000,000,000.
It is an intricate, involved, and complicated
enterprise of immense detail and tremendous
day-to-day operation. Its work is most ex-
acting and requires the best in efficiency.
This huge enterprise is operated with a main
or headquarters office personnel of 1317 per-
sons. It is inspected, audited, and Instructed
in its workings by an inspection force of
750 men.

It is obvious that the important and ex-
acting work of cost and revenue studies can-
not be carried forward adequately with the
limited departmental and inspection force
available, for even now the staff is overbur=-
dened with the tremendous task of day-to-
day operations. i

These views, as I have said, were presented
to the Bureau of the Budget and to the sub-
committee of the Appropriations Committee
last year in connection with the 1943 esti-
mates for the Postal Establishment, and
again in the past few months in connection
with the deficiency appropriation for 1942,
The Congress sympathetically considered our
management problems, and we were allowed,
effective July 1, 1842, for the fiscal year 1943,
$25,000 for budget and administrative plan-
ning, 4 minor executive places, and 27 minor
clerical places for the departmental service,
and 100 additional post-office inspectors.
Our estimates for these requirements were
substantially larger, and were based upon a
peacetime postal service, Subsequently, the
Congress allowed the recruitment of the ad-
ditional post-office inspectors to begin April
1, and several weeks ago these inspectors
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completed their preliminary training, which
starts them on thelr 314-year course to be-
come qualified post-office inspectors.

These recommendations to the Budget
and the Appropriations Committee were
made to care for a condition existing in the
Department a year since. Before relief was
granted, the war was upon us, and its coming
brought new and greater problems to the
estabiishment. Wartime postal security and
conservation procedures had to be planned
and placed in operation. Not only was it
necessary to instruct and train the entire
postal personnel in the application of these
procedures, but we have the continual task
of seeing to it that these procedures are fol-
lowed and made more effective throughout
the entire Postal Establishment.

In addition, the rubber shortage caused by
the war has brought us the altogether new
problem of finding ways and means and for-
mulating plans for moving the mails over
3,236,000,000 tire-myiles per year, notwith-
standing curtailments of rubber supplies.
Unless an adequate supply of rubber is made
avallable, this will be a problem of readjust-
ment of the first magnitude necessarily in-
volving vast changes in routes, schedules,
and mail-handling operations, not only dur=-
ing the war period, but requiring readjust-
ments of comparable complexity after the
war,

In addition to all this there have come
tremendous demands for additional postal
work and services from other departments
and agencles of the Government to assist In
the war effort, -

For these reasons the Department cannot
study and plan adequately for improvement
and simplification of operation and manage-
ment procedures, nof can it make the contin-
uous and essentially scientific cost and reve-
nue studies that must be made, nor can it
plan sufiiclently for the readiustments so
necessary to meet the present daily changes
in the postal business, in general business,
and in the national economy during the
wartime and in the time of peace to come,

Departmental hours have been increased;
officials and the inspection force have ex-
tended their own hours to the utmost. But
we have not been able thereby to obtain
the management manpower necessary to per-
form even our daily tasks in the manner
and with the thoughtful and deliberate con-
gideration that all of us in the Postal Service
recognize as absolutely essential.

With the encouragement we have received
from Congress in recent months, and realiz-
ing the desire of Congress to see to it that the
Postal Service is implemented sufficiently to
conduct its affairs on a businesslike basis, I
have in the meantime attempted, within the
limits of available personnel, to make a start
on certain phases of postal operations which
are directly related to costs, revenues, and
rates.

Postal business has been managed upon
revenue and expenditure figures. It has
seemed to me that the real guide for man-
agement is to be found in the volume and
costs. I have felt for some time, as I indi-
cated in the hearings before the Appropria-
tions Committee last year and again in my
annual report for the fiscal year 1941, that
the peak of postal revenues would soon be
reached and that postal work volume and
costs would increase. In discussing general
postal business with the Appropriations sub-
committee last year before the inception of
the war, I stated that I was very dublous of
the general financial position of the postal
establishment as then estimated for the fis-
cal year 1943, because costs were steadily
mounting. I felt then, as I do now, that we
should have more complete operation and cost
data in order that significant changes In the
trend of postal affairs might be brought
promptly to the attention of the executive
and legislative branches of the Government
for necessary action,
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In order to keep informed currently of the
situation, in February of this year I insti-
tuted a system of monthly reports from 172
of the largest post offices to reflect promptly
trends in postal business. While the reports
are not conclusive and as yet do not contain
the detail which I believe the Department
should have continuously before it, I feel that
these reports are accurately representative
of the trends, On the basis of this infor-
mation, the fiscal year 1942 as a whole will
show an increase in revenues over the fiscal
year 1941, and the actual postal deficit will
be the smallest since 1926. The Depart-
ment has definitely passed the peak of reve-
nues, yet the work-load volume is steadily
increasing and will continue to do so. In
my opinion, there will be a substantial de-
cline in postal revenues for the fiscal year
1943 and a substantial increase in work-load
volume, This will cause expenditures to
greatly exceed revenues and result in a sub-
stantial postal deficit.

To what extent, and to what amount in
money this will be reflected, I am not yet in
a position to approximate since this is an
entirely new phase in postal history. Here-
tofore when there has been a decline in postal
revenues, there has also been a decline in
postal work-load volume, not actually corre-
sponding but nevertheless rather parallel.
The Department, therefore, more than ever
before, needs to equip itself with operating,
volume, and cost data, :

To obtain and analyze these essential data
and to begin promptly the necessary budget
and administrative planning work on the ef-
fective date of the 1943 appropriation, I had
in readiness certain plans which were put in
effect July 1, 1942. I have established the
Office of Budget and Ad~inistrative Planning
and laid down a program of work for it. I
have brought together under the Bureau of
Accounts all the work of the Department in
connection with reports and accounts affect-
ing over-all operations and the ascertainment
of costs. .

Last year 1 started the work of surveying
all mail handling and financial operations in
the field in order that there might be avail-
able for the first time complete and factually
accurate bases for the continuous improve-
ment and simplification of postal operations,
and for use in the analyses of factors of cost.
The preliminary gathering of these data has
béen completed and graphic charts showing
these fleld operations in detall have been
furnished to departmental officials and the
inspection force for study.

As a result of information obtained during
this preliminary survey the Department has
been able to ellminate and consolidate more
reports and forms than in any like period in
modern postal history. This has been possi-
ble without detracting in any way from the
efficiency of operations and without dispens-
ing with necessary financial and management
data. By the discontinuance of one report
form, the Postal Service has been saved each
year the necessity of preparing and submit=
ting 229,000 individual reports. By dis-
pensing with one group of 22 reports, the
work of preparing and verifging more than
47,000,000 entries in the field and reviewing
them in the Department each year has been
eliminated. By the abolition of one group
of 8 reports, the Postal Establishment has
not only saved the actual cost of 444,000
envelopes, but what is more important, it
has eliminated the work of preparing the
reports involved and the cost of addressing,
handling, and distributing them each year.

In order that instructions for the guld-
ance of the 44,000 post offices and the postal
personnel bhe simplified, made uniform, and
consistent, and so that instructions might
be more economically and efliclently placed

in effect by the postal personnel, I made cer-.

tain changes in the Postal Bulletin effective
March 15, 1942. It has been found possible

CONGRESSIONAL RECORD—HOUSE

not only to curtail the publication of the
daily Postal Bulletin to three issues a week,
but also to reduce the average number of
pages published each month from 62 to 20,
The cost of printing the Postal Bulletin dur-
ing the months of April and May 1640 and
1041 averaged $8,500, whereas during April
and May 10842 costs have been reduced to
$4450. This saving has been made not-
withstanding the increase in per page print=-
ing cost of over 20 percent. By this curtail-
ment and reduction of the Postal Bulletin,
not only does the field continue to be as well
informed, but there will be a saving of over
1,000,000 envelopes each year.

I cite these few examples merely for the
purpose of demonstrating the possibilities
of benefits and savings that may be had if
and when sufiicient manpower is available to
scrutinize constantly procedures, reports, and
forms from the standpont of efficiency and
economy of operations. The Postal Estab-
lishment must constantly seek to simplify
and improve its operations and methods so
that greater efficiency and intelligent econ-
omy may result. Savings due to these efforts
should be important and substantial in dollar
amount,

However, these savings, in terms of per-
centage df total postal expenditures, are nec-
essarily small. Economies in the Postal
Establishment are confined to a narrow field,
Of total annual postal expenditures of more
than $800,000,000, approximately 75 cents of
each dollar expended is paid out for the serv-
ices of personnel in the field and 20 cents of
each dollar is paid out for transportation of
the mails. By reason of statutory limita-
tions, requirements, and directions made
over the years, permanent charges have been
placed upon the Postal Establishment in
these two classes of expenditures. These
charges make it virtually impossible to flatly
or arbitrarily cut expenditures—if the mail
is to be moved with dispatch—Iif the facilities
of the Postal Service are to remain available
to the publie, and if the postal organization
is to be used by the Government to carry out
national-policy programs. Thus the field of
opportunity for working out economies is
limited to the remaining 5 cents of the
dollar expended.

There remains but one alternative in the
field of economy and that is to restrict the
type and kind of service that is in the very
tradition of the United States Postal Service.
A step In this directlon would, of necessity,
have as its effect the curtailment of deliver-
ies and dispatches, would reduce the facili=
ties of the Postal Service available for hire
by the public, and would limit substantially
the use of the postal organization by the
Government in carrying out national-policy
activities. Such a radical step would be con=-
trary to the tradition of the Department and
a drastic departure from the national policy
pursued by our Government since the crea-
tion of the Postal Establishment.

Another and even larger factor in this rela-
tionship between revenues and expenditures
is the work and service performed by the
Postal Establishment for other governmental
agencies. Other branches and agencies of the
Government continue to rely more and more
upon the postal organization to assist and
implement their work. The free mail privi-
lege for governmental agencies, and the pro-
vision for custodial and maintenance equip-
ment and services for quarters located in
post-office bulldings and used by other Gov-
ernment agencies, are important and well-
known services furnished by the establish-
ment,

However, at no time in its modern-day his-
tory have so many services in such tremen-
dous volume been expected of and required
to be furnished by the Postal Establishment.
Registration of aliens, reregistration of en-
emy aliens, rehandling of mail for censor-
ship, establishment of postal facilities for
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more than 700 military units, free mail privi-
lege for our armed forces, selling and ac-
counting for 58,000,000 motor use tax stamps
valued at $206,000,000, selling and accounting
for 19,000,000 Defense-War Savings bonds
valued at $958,000,000,' selling and ac-
counting for 1,517,000,000 Defense-War Sav-
ings stamps valued at $310,000,000;' and doz~-
ens of other services added substantially to
the postal work-load during the past year.

For the past year a serious effort has been
made to obtain relmbursement from other
agencies of the Government for this work.
While the Department has had more success
in obtaining reimbursement than heretofore,
yet statutory restrictions and directions pre-
vent reimbursement for many of these serv-
ices. On the whole, the Postal Establishment
15 being reimbursed only a minor fraction of
the expense Incurred for these services. The
performance of these services likewise has a
distinet bearing upon the relationship of
revenues and expenditures of the Postal Es-
tablishment, and upon the revenues derived
from the various classes of mail and special
services and the costs and expenditures at=
tributable thereto.

Another and vital factor In these relation-
ships has been the enormous changes oc-
curring in our national economy due to the
war effort. Ir modern postal history there
have been no such great shifts of population
and no great conversions of Industry, Thus
plans for field personnel, buildings, equip-
ment, and transportation could be based
upon the expectation of a rather predictable
growth in population and business. True,
business cycles had their effect upon the
postal business, but this effect was almost
solely limited to declining or increasing pos=-
tal volume and postal receipts. Postal ex-
penditures, to some extent, paralleled postal
revenues, and it has been axiomatic in the
Postal Service that declining revenues meant
declining work volume.

In a period of business depression the ad-
Justment of postal expenditures to revenues
has never been easily managed. Beginning
in the early thirties, the Postal Establishment
bad the experience and felt the effect of de=
creased postal income and volume, which
dropped sharply with the decline in general
business activity. The public curtailed the
use of postal services and facilities; that
meant less postal work load and velume, and
obviously less expenditures for personnel and
transportation were required to move the
mails and provide the services, Executive
and legislative action, though distasteful, be=
came imperative. This adjustment between
revenues and expenditures took many months
and was climaxed by the payless furlough,
affecting every employee in the Postal Service.

1During the last war the Postal Establish-
ment was also utilized to sell Government
securities of two kinds, 25-cent Thrift stamps
and $5 War stamps. While the volume and
amount of these sales were tremendous, they
were, in a recent comparable period of this
war, greatly exceeded.

Postal Establishment sale of Government

securities
Per-
Dee. 1, 1017, | Dec. 1, 1941, | cent-
Eecurities sold to June 30, | to June 30, | age
1918 1942 in-
crease
Bavings and War
stamps. ... .....|$386,920,504.08| $284,053,000|......
Bavingsbonds____| .. .. . ... 744,320,000]......
Total .._.-. 386 620,504.03/1,028,382,000, 165.562
Total number of
individual secu-
ritiessold._____ 283.255.239|I.520.24§,m0 436,70
£
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At this time the Postal Establishment has
encountered no mere change in the business
cycle. It is confronted by great, and at this
time unpredictable, changes in the national
economy, great shifts in population, great
mobilization of military forces, and complete
conversion of business to war industry. All
previous gages, principles, and factors which
have been useful in charting and forecasting
the future of the operations of the Postal
Establishment have become virtually value-
less and meaningless,

To illustrate this, it now appears that dur-
Ing May 1942, at the 172 largest post offices
which have usually accounted for 71 percent
of total postal revenues, there was a decrease
of 82,351,450, or 5.62 psrcent, In postal reve-
nues and a decrease of 529,139, or 9.36 per-
cent in the number of sacks of parcel post
dispatched, compared with May 1941,

In the same period the number of domestic
money orders issued increased 896,910, or
13.239 percent; the number of savings bonds
sold increased 1,034,640, or 394 percent; the
number of paid domestic registered articles
increased 1458434, or 6148 percent; the
number of free domestic registered articles
increased 425,647, or 61.88 percent; the num-
ber of special delivery articles delivered in-
creased 577,523, or 9.4 percent; and the num-
ber of pouches of mail other than parcel
post received and dispatched increased 196,-
909, or 7.5 percent. Thus, notwithstanding
the sharp decline in postal revenues shown
in these few offices, there was an increase
of more than 4500,000 in the number of
transactions in the various postal services.

The expenditures at these 172 largest post
offices for the month of May 1941 totaled
$35,616,771.56, and for the month of May
1842 the expenditures of these offices were
$37,149,672.83, an increase of $1,532,901.28, or
4.3 percent.

Business at the smaller offices differed
substantially. During May 1942 stamp sales
to the 28,000 fourth-class offices increased
6.15 percent over May 1941, and stamp sales
to the 10,000 third-class offices increased 4.77
percent. During the same month the num-
ber of money orders paid at the 38,000 third-
and fourth-class post offices increased 23.93
percent.

The usual relationships and trends between
postal revenues, volume, and transactions,
and as between classes of post offices, no
longer exist.

The present dynamics of the national econ-
omy have and will continue to have a most
important bearing upon the relation of the
revenues derived from the various classes of
mail and the special services, and the costs
and expenditures attributable thereto,

The largest factor in this relationship be-
tween postal revenues and expenditures, as
the proposal of your committee indicates,
is postal rates—rates for service as well as for
mail. My studies have brought me definitely
to the conclusion that too little attention
has been paid to the relationship that .exists
between postal rates on the one hand, and
finaneial considerations and the public wel-
fare on the other. Notwithstanding that
postal rates and costs are involved and com-
plex, it is in the public interest that they be
understcod more widely and more often sub-
Jected to public scrutiny.

In private business, costs have always been
the prineipal consideration in fixing the rates
or charges for the product. In postal busi-
ness, public welfare has received serlous con-
sideration in the fixing of rates. It is proper
that this policy should be continued in some
measure. However, in fixing the postal rate
structure consideration should be given to
the factor of actual cost as well as to the
public welfare. It seems to me that these
conslderations and factors have never been
adequately integrated in postal rates.

It has been sald that revenues from few
elasses of mail or postal services approximate

"special-delivery message.
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the costs and expenditures attributable
thereto—for Instance, special delivery. A
special delivery fée of 10 cents for a letter is
fixed by statute. Another statute fixes a fee
of 9 cents to be paid the special delivery
messenger. The cost of the extra work in-
volved in this transaction is not at all com-
mensurate with the 1 cent which remains
available to meet postal operating expense.
If the special delivery message is to bear the
costs and expenditures attributable to it, it
should bear the cost of (1) printing the spe-
clal delivery stamp; (2) sending the stamp
to the post office for sale; (3) charging the
stamp out to the window clerk for sale; (4)
clerical time in selling the stamp and ac-
counting for its purchase; (5) clerical time
attributable to the handling of the stamp in
and on the necessary accounting forms, rec-
ords, and reports concerning the disposition
of the stamp and its proceeds, and the attrib-
utable share of the cost of the yearly audit
of the post office selling the stamp; (6) pref-
erential handling of the special delivery let-
ter from the place of collection through the
post offices of dispatch, through the post
office of receipt of the place of dellvery; (7)
clerical time attributable to the handling of
the letter and recording it on forms, records,
and reports at the post office of delivery, and
the attributable share of the cost of the
yearly inspection of the post office and facil-
ities handling the special dellvery letter, and
(8) attributable share of the cost of super-
vision of the special delivery system. Last
year more than 103,000,000 special deliveries
were made and the volume is increasing.

An examination of the money-order system
may cause one to reach the same conclusion,
as the minimum fee of 6 cents fixed by statute
is sald not to be commensurate with the cost
of the extra work involved in money-order
transactions. Handling of a money order in-
volves substantially more postal work than a
In the issuance of
a money order, more than 15 separate entries
must be made by the issuing clerk. Much
special office equipment must be wutilized.
Last year more than 275,00,,000 money orders
were issued and paid. This makes 550,000,000
separate accounting and auditing transac-
tions. Money-order volume is increasing.

Likewise, it may be said that third-class
mail does not approximate the costs and ex-
penditures attributable thereto. The basle
statutory rate of postage on third-class mat-
ter is 115 cents for each 2 ounces or fraction
thereof (first-class nonlocal mail is 3 cents
per ounce, or fraction thereof). For the 115
cents, the Postal Service will deliver a 2-ounce
item of printed matter to any postal patron
anywhere in the United States. In the main,
there is little difference in the expense in-
volved in the transmission and delivery of a
2-ounce first-class letter, for which the Postal
Service would receive 8 cents, and the 2-ounce
piece of third-class matter for which the
Postal Service receives 114 cents, except that
the third-class matter does not receive the
same priority in handling. It does require a
comparable amount of clerical work in con-
nection with 1its collection, distribution,
transportation, and delivery.

Thus, it may appear by these ﬁlustrathna
that the postal fees or rates charged do not
meet the expense attributable to the service.

Many say that these services are in the
public interest. The public must have an in-
expensive method of gquick communication—
thus special delivery; others contend that
business and private affairs require an eco-
nomical means of security for the transmis-
sion of small sums of money—thus money
orders; still others say that industry in order
to develop and increase employment, must
have a means of bringing its products directly
to the attention of prospective purchasers at
nominal rates—thus low third-class postage
rates.
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Surmounting these considerations is the
actual but seemingly intangible contribution
that the Postal Establishment by its service
has made to the unity of the Nation through
the cissemination of information and knowl-
edge, and the more obvious aid it has been
to the progress and growth of business and
industry through its Nation-wide facilities
for the transmission and safeguarding of com-
munications and valuables at nominal cost
to its patrons.

Services performed in the public welfare
should not be rendered, however, with entire
disregard of public cost.

It seems that postal costs have not as yet
been measured scientifically. In the last. 20
years great strides have been made in the
techniques of time and cost studies and in
the metheds of cost accounting, but the
Postal Service has not been equipped to keep
its cost studies progressing in the light of
improvements and gains in technicques. This
tedious, exacting, and painstaking work is not
to be accomplished without the expenditure
of funds., Insufficlent funds to properly carry
out such work may be far worse than not
doing the work at all, because fragmentary
and indefinite figures which may result from
insufficient analysis and study may be re-
sponsible for the drawing of factually incor-
rect conclusions. While the sample drawn
for cost study may be appropriate, the lack
of ecientific and professional personnel to
see to it that the sample is adequately con-
trolled, tested, analyzed, and checked may
result in wholly unjustified inferences and
determinations being drawn from the data,
Notwithstanding the inadequacy of funds for
analytical work, the Department has made
every effort to be as ecientific as possible in
its work of ascertaining costs. I belleve,
however, that the Postal Establishment has
suffered and will now suffer even more be-
cause of its continued lack of facilities to
establish, maintain, and improve its time
and cost studies and analyses,

Expenditures for management personnel,
which include departmental officials and em-
ployees and the inspection service, amount to
bhut $0.006 nf each dollar of postal expendi=-
tures. Included in that amount are\the
funds made avallable for all the departmental
general administrative examination of ac-
counts and reports of day-to-day operations
as well as the amounts made available for
departmental study and analysis of cost
ascertainment data. These funds amount to
$125,000 for the Bureau of Accounts and
$35,000 for personnel services in the District
of Columbia for eost ascertainment; a total
of $160,000, or $0.00019 of each dollar of
postal expenditures. The factual statement
that the average yearly salary of the 81 cfi-
cials and employees engaged in this work is
21975 is a sufficient comment on the lack
of importance that has been attached to this
vital, exacting, scientific, and professional
work,

Encouraged by the sympathetic interest
displayed by the Congress in cur management
problems, I have combined all the over-all
accounting, reports, and cost work in one
bureau, effective July 1, and have lald down
& plan of operations. By these means I have
hope of improving this work. But it goes
almost without saying that these preliminary
steps will not alone solve the problem of
insuffielent manpower to do the job as it
should be done.

The desirability of some method of cost
accounting has been recognized for many
years, In the fiscal year 1907-8 statistics
were gathered and used to show comparisons
of revenues and expenditures by classes of
mail and special services, and the results of
that study were published in the Annual
JReport of the Postmaster General for 1909,
This was analyzed and carried forward with
certain modifications by the Hughes Commis=
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sion in 1911-12, but the conclusions were
thrown into disarray almost immediately
thereafter with the inauguration of the
parcel post system on January 1, 1813.

The matter then remained in suspense
until 1921, when the Joint Commission of
Congress on Postal Service agreed that the
Department undertake the work of obtalning
more adequate information with respect to
the cost of carrying and handling the sev-
eral classes of mall matter and performing
the special services. A comprehensive plan,
embracing special instructions and forms, for
gathering the data was then prepared with
the collaboration of expert accountants em-
ployed by the Joint Commission and postal
experts from the departmental and field serv-
ices, but due to lack of funds the work was
delayed.

The baslc data were finally gathered during
the period from September 21 to October 20,
1923, at 559 designated post offices of all
classes and in representative lines and ter-
minals in each division of the Railway Mail
Bervice, The statistics thus obtalned were
applied to the audited revenues and expendi-
tures of and for the fiscal year 1923, and
the results were submitted to the Sixty-eighth
Congress on December 2, 1924, as “a fair
and reasonably accurate approximation of
the relative revenues and expenditures ap-
plicable to the several classes of mail and
special services."

As a consequence, the Congress passed the
act of February 28, 1925, authorizing the con-
tinuance of the cost ascertalnment, under
which authority ¢he statistical results have
been reported each fiscal year beginning with
1928. -

It i: impossible for the Post Office Depart-
ment and the General Accounting Office to
maintain records of each individual item of
revenue and expenditure according to every
single class of mall and each special service
by each particular rate. Therefore, the
break-up of the audited revenues from the
general sources and the audited expenditures
from the various appropriations must depend
in the main upon apportionments based
upon as representative and as reliable data
as possible. This, cost ascertainment has
sought to accomplish by means of the pro-
cedure approved in 1924, on the basis of
statistics and tests in a limited number of
post offices at selected points during four
7-day statistical periods in the year, on the
theory that the sample thus procured would
be a cross-section of the postal business for
the fiscal year.

The original 1924 cost ascertainment plan
has been retained but so far as possible de-
tails have been modified from year to year
to keep abreast of changes In classification,
postal rates, and services. The scope of
cost ascertainment has been broadened to
embrace the comparison for certain sub-
classes and divisions of classes and also to
show the number of pieces, weight, volume,
and average haul of mail by classes, as well
as the number of transactions in the special
services, The purpose of the cost ascertain-
ment is to credit as accurately as possible
to each class of mall and each special service
the revenue earned by it, and to charge each
class of mail and each special service with its
proper share of the expenditures.

No attempt is made to reflect such intan-
gible factors as the relative priority of serv-
ice, the relative intrinsic and economic val-
ues of the malls of the several classes, and
the degrees of preferment in handling. For
example, first-class malls are afforded safe-
guards in handling that are not accorded
mrails of the second and third classes, such
as lock pouches in transportation and check-
ing of receipt and dispatch of such pouches.
They are also afforded the most expeditious
handling in both offices of mailing and de-
livery and in transportation. Perishable and
fragile matter are afforded special treatment
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in handling and transportation. Special de-
livery parcels and newspapers are afforded ex-
peditious handling in transit over and above
that accorded regular mails of the fourth and
second classes. The cost of these priorities
and preferments and the value of them to
mallers are not reflected in cost ascertain-
ment figures.

It is obvious that the present cost ascer=
tainment methods and technigues are predi-
cated upon the existence of reasonable uni-
formity in postal activity throughout the
year. But we know that the usual static po-
sition in postal affairs is now a thing of the
past. The great changes in our national
economy, shifts in population, conversion of
American business as we have known it to
war industry, are producing and will con-
tinug to produce during the wartime and
after the wartime such a dislocation of postal
operations that deternrinations of costs on
the existing bases will lead to factually in-
correct conclusions,

The Postal Establishnfent looks forward
to profound changes in the transportation of
the malils as a direct result of the war. Even
before the war new horizons came in view.
The great growth in transportation of the
malils by air, the successful experiments with
alr-mail pick-up service (wherein mail is
picked up and discharged by planes traveling
at high speeds, an operation recently adapted
to military use) and the advancement in the
technique of transportation by towed glid-
ers have forecast the shape of things to come.
After the war, the Nation will have vast
numbers of highly trained and experienced
pilots, navigators, and technicians, as well as
an enormous supply of large and powerful
transport planes. The Postal Establishment
must be in a position, on behalf of the pub-
lie, to take immediate advantage of these op-
portunities for better and more economical
postal service which will be available almost
immediately at the war’s end. Mail handling
equipment and facilities for the distribution
and dispatch of malil, the location of termi-
nals, and mail-handling operating methods
must be planned so that these resources
available to the Nation may be intelligently
integrated in' the Nation’s Postal Service,
There will be produced changes as revolu-
tionary in the transportation and handling
of the mails as came with the railroads. This
is not a visionary prophecy, but it is the
considered judgment of many thoughtful
men of sound technical training and busi-
ness experience.

Yet this is all the more reason why our
cost and planning studies prust be con-
tinued, improved, and made more scientifie,

The proposal of your honorable committee
not only requires adequate, dependable, and
comprehensible cost figures, but it demands
also a proper forecast of the effect of new
rates upon the volume of postal business, as
well as an appropriate evaluation of the large
considerations of public policy and public
welfare,

There has long been ah historic policy of
encouraging by low postal rates the disseml-
nation of news and information; and the ex-
tent to which this policy has proved success-
ful must not be minimized. Most careful
consideration should be given to any change
in rates which would seriously hamper the
circulation of useful information or which
would tend to dislocate business and indus-
try. The public has been afforded low postal
service rates for the general benefit of the
Nation, and the extent to which these rates
for the classes of mall and the speclal postal
services and special facilities such as regis-
try, money order, and the like have contrib-
uted to the growth and comfort, the culture
and influence of the Nation and its demo-
cratic processes, must not be overlooked.

If rates for mall and postal services were
fixed immediately on a basis commensurate
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with the existing estimates of cost, not only
would such rates be established on a factu-
ally faulty basis, but they would dislocate
the service and produce such entirely new
conditions that new cost computations would
be required to determine whether the new
rates, under the new conditions, were ap-
proximating fairly the costs and expenditures
attributable to the services rendered.

For example, the cost ascertainment re-
port for the fiscal year 1941 indicates there
was an excess of apportioned expenditures
over revenues on second-class matter of about
£84,000,000, based on revenues of $24,000,000
and apportioned expenditures of $108,000,000.
It does not necessarily follow that by increas«
ing second-class rates four and a half times
that the total expenditure figure will be met,
because it would be pure conjecture to as-
sume that the volume of second-class matter
that was in the mails in 1941 would find its
way into the mails in 1943 at these increased
rates. The praobable effect would be to drive
second-class matter out of the mails. It by
no means follows that the elimination of
second-glass mail would work a saving of
$108,000,000 in expenditures. This item
might be eliminated in a statistical table,
but the Postal Establishment's financial
statement might then very well indicate that
the $108,000,000 had been apportioned to the
other classes remaining in the mails, leading
to larger amounts in the statistical state-
ment of the excess of apportioned expendi-
tures over revenues, as well as reducing the
actual postal revenues by $24,000,000.

The postal system established by the Con-
stitution and under the laws of Congress
must of necessity operate as a going concern.
If no second-class matter were in the mails,
it would not thereby eliminate a proportion-
ate share of the departmental personnel, the
inspection force, the clerks, the carriers, the
laborers, the Rallway Malil clerks, the rural
carriers, rent, light, and fuel because it is
not possible to eliminate that portion of the
personnel, the equipment, the buildings, the
mail cars, and the trucks of the Postal Es=-
tablishment that are handling the work load
of second-class matter. We have no post
offices or parts of post offices designed,
equipped, and maintained to handle second-
class mail exclusively. We have no railway
mail cars or motor vehicles exclusively de-
voted to second-class mail. We have no post=
office clerks or carriers, village delivery car=
riers, star-route carrlers, or mail messen-
gers recruited, trained, and employed to
handle nothing but second-class matter,
The Postal System is not composed of mail
and service expense compartments which can
be automatically eliminated or flatly reduced
by the curtailment of expenditures when
losses of mail or services occur in a particular
category or classification. This elimination
might lighten the burden of the employees,
but it Is very doubtful that it would work
any great saving in manpower. The effi-
ciency and economy of the Postal System de-
pend upon the continual maintenance of a
high degree of integration of all services and
operations.

It was in the light of all these problems
and factors, which I have here attempted
to discuss as briefly as possible, that I made
the five recommendations which are set forth
in the early part of this communication, The
fact that the problems confronting the Postal
Establishment are of great difficulty and com=
plexity should not act as a deterrent to the
proposal of the Committee on Ways and
Means.

Irrespective of the ultimate decision of the
Congress on the motion proposed by your
committee, or on the recommendations I
have made, it will be my policy, provided
that the Congress authorizes the necessary
expenditures, to implement and augment the
work of cost ascertainment and cost analysis
to the end that there should be continuing
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scientifle studies of postal rates for mail and
services In order that the most dependahble
data obtainable be avallable for use by the
Post Office Department and by Congress.
Furthermore, it will be my policy to bring
together in one place in the Postal Estab-
lishment all work incident to the proposing
and fixing of rates for mail matter and postal
services, and to so organize this work that
evaluations based upon the data collected
continually in cost ascertainment and cost
studies will receive adequate consideration
and scientific study in the determination or
fixing of rates and classification of mail mat-
ter and services.

By the action of your committee in pro-
posing a scientific study of rates to be de-
veloped publicly, I am encouraged in the
work I have started in the Department, and
I will continue on that program so that by
the joint and cooperative action of the exec-
utive and legislative branches of the Govern-
ment the public may be assured that the
Postal Service will continue to be the finest
gervice of its kind in the world.

Respectfully submitted.

Frang O. WALKER,
Postmaster General.

CoMMITTEE ON WAYS AND MEANS,
HousE OF REPRESENTATIVES,
Washington, D. C., July 8, 1942,
Hon. Frang C. WALKER,
Postmaster General, Post Office
Department, Washington, D. C.

Deag Me. Warxer: In acknowledging re-
ceipt of your letter of July 7 with reference
to postal rates, which was a reply to our let-
ter of June 25, the Committee on Ways and
Means desires to inform you that the letter
was presented to the committee by the chair-
man this morning. Its contents were thor-
oughly discussed.

The committee recognizes the magnitude
and importance of the subject but it aleo
appreciates the fact that the question of
bringing rates of postage in the second- and
third-class mail matter more closely in line
with the cost of handling such mail, has been
the subject of consideration and discussion
for the past 80 or 35 years. Certainly you
realize that it is not a good business practice
to permit these deficits to continue without
some remedial action. In spite of past dis-
cussions, nothing has ever been done.

We find that in 1933, the President of the
United States was given the authority to do
the very thing that our committee desires
to have done, but so far no move has been
made in that direction. Now, while we are
in the very uncomfortable position of trying
to find much needed revenue for the support
of our Government in these precarious times,
we feel this is one place where a very large
saving should be effected.

We are particularly pleased to note that
you approve the principle of our proposal,
but you do make some recommendations,
which are not entirely clear to us, many of
which are beyond the jurisdiction of our
committee. Furthermore we recognize that
Jurisdiction on all postal matters, not involv-
ing revenue, lies in the Committee on the
Post Office and Post Roads. We certainly have
no desire to violate this jurisdiction. There-
fore, we decided to eliminate the proposed
section from the tax bill and assume that you
will not permit this matter to lie dormant.

Copies of our original letter to you dated
June 25, of your reply of July 7, and of
this letter are being sent to the Honorable
M. A. RomJuE, chalrman of the Committee on
the Post Office and Post Roads, leaving to him
such action as his committee deems appro-
priate.

By direction of the Committee on Ways and
Means,

R. L. DouGHTON, Chairman,
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Mr. ENUTSON. I yield 56 minutes to
the gentleman from Minnesota [Mr. H.
CARL ANDERSEN],

SUBSIDY TO DAIRY FARMERS

Mr, H. CARL ANDERSEN. Mr.
Chairman, in our consideration today of
another tax bill, it seems to me vitally
important that while and if we vote
further taxes upon the people of this
Nation, that the question of utmost pos-
sible economy in the various branches
of the Government should receive the
deepest study.

There comes to my mind in this con-
nection an example of what I mean when
I state that economy in governmenf and
taxation go hand in hand. In today's
mail I have received a sight draft for
dairy feed payment, constituting a pro-
ducer subsidy of 4 cents per pound on
butterfat from my small herd of Hol-
stein cows in Minnesota.

I note in the letter accompanying the
check that it is stated by a very good
friend of mine, Mr. Frank Brandt, a
leader in our A, A. A. work in Lincoln
County, as follows: “Enclosed is your
dairy subsidy check for the butterfat
sold during the month of October.”

I hold up here to your view the check
in this particular instance and you will
note that this requires the use of 81"’
x 8%’ paper, whereas it would seem
that an ordinary check blank would do
the purpose and save two-thirds of the
amount of paper used.

I also present for your inspection two
forms which this good friend of mine,
acting in his capacity as head of the
A. C. Q. in my home county, has sent to
me for signature. I assume from this
that similar blanks will go to every
farmer making application for this pro-
ducer’s subsidy and these forms, as you
will note, measure 81%''x151;"".

Mr. Chairman, in the first place our
Government, in its profound wisdom, has
clamped a virtual ceiling on butterfat
through its roll-back subsidy to con-
sumers, placed into effect last June. To
dispute the statements of those who
claimed that particular roll-back aided
the farmer I have here my price state-
ments for butterfat from my local
creamery at Tyler which show that
whereas in February I received 55 cents
per pound for butterfat, that that was
the highest price received during the
past 7 months and that for October, 54
cents per pound was paid. I believe any
sensible person will agree that this roll-
back as applied to butter and put into
effect last June has resulted in a virtual
ceiling on this product of the farm ~—
yes, to such an extent that produc..on
decrease became so alarming that our
same Government has decided that the
dairymen now need a subsidy in order
that they can stay in business.

Just yesterday it was called to my at-
tention that the production of butter in
the State of Minnesota for the next 12
months in all probability will be 25 per-
cent under the production in the same
State for the past 12 months. So here
I have this morning this new wrinkle, a
4-cent-per-pound subsidy for the pro-
duction of the past month of butterfat
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from the herd of cows back in that great
State.

First, let us take into account the fact
that 2,000,000 farmers in the United
States will probably receive. similar
checks and forms and will probably
have to sign these two same forms that
I am asked to sign in connection with
receiving this particular subsidy. Imag-
ine, if you can, 2,000,000 of these sets of
documents which I hold in my hand and
put out 12 months of the year, 24,000,000
sets in a year’'s time.

It would be interesting if some person
would compute the tonnage of paper re-
quired to put out these particular forms.
It would also be highly interesting if
some such (mathematically inclined)
person would compute the amount of
clerical work necessary to give to myself
and 2,000,000 other farmers 4 cents per
pound or an equivalent subsidy on but-
terfat or dairy products. It would be
very interesting to receive from the Post
Office Department an estimate of the
cost to that Department to transport
these documents through the mails, post-
age free as they are.

How much simpler, Mr. Chairman,
it would have been, and how much easier
on the Treasury of the United States it
would have been, if our Government,
in its great wisdom, had permitted but-
terfat and dairy products to go to the
point where the cost of production de-
crees that they should go and that point,
in my opinion, should be approximately
10 cents per pound higher for butterfat
than it is at present.

In that manner, Mr. Chairman, it
would allow the farmer to receive full
payment in the open market from the
actual consumer of his product and it
would not be necessary for the Treasury
of the United States to eventually pay $3
at the very least in interest and principle
for every dollar I receive as a dairy
farmer in this line of producer’s subsidy.

The CHAIRMAN. The time of the
gentleman has expired.

Mr. DOUGHTON. I yield to the gen-
tleman from Arkansas [Mr. Miris] such
time as he may require. :

Mr. MILLS. Mr. Chairman, in ap-
proaching the subject of the individual
income tax, especially in the light of its
present burden, two factors stood out in
the minds of your committee members as
having been imperfectly understood in
most tax discussions. On~ factor was
the weight of the unforgiven tax payable
in 1944 and 1945, and the other, the
weight of direct taxation on those with
fixed or decreasing incomes. :

In connection with the unforgiven
burden, there can be no purpose in reviv-
ing the recent bitter controversy. Cer-
tain conclusions from that controversy
are, however, undeniable, Whether or
not taxpayers should set aside reserves
for taxes, we recognized that they did
not. Our choice was not simply whether
or not taxpayers would pay as they went
or pay a year behind, but we were forced
to institute pay as you go or face large-
scale default in the year of declining in-
come. We felt that, while current pay-
ment was desirable, individuals should
make some payment on top of their 1944
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and 1945 tax to offset, at least partially,
this forgiveness. Recognizing that, in
virtually all cases, this payment would
have to be out of current income, we set
it as high as we thought could be borne
in addition to current taxes. Thus the
Congress adopted as much forgiveness as
75 percent in some instances, because it
feltf that many taxpayers did not have
tHe capacity for paying more carry-over
or doubling up, and that larger doubling
up would involve defaults.

The second problem comes in connec-
tion with fixed incomes. There are
many individuals who are actually mak-
ing a substantial contribution to the war
but whose income is fixed for any of a
variety of reasons. In the face of rising
prices these people are put at a serious
disadvantage. There are many expendi-
tures that they must make no matter
what the leyel of prices or of incomes;
these are enses associated with the
place in which they live; eXpenses asso-
ciated with the living standards to which
they have become accustomed; expenses
associated with fixed obligations which
they have contracted, such as mortgages
or insurance policies.

We gave some attention to the problem
of distinguishing between those with
fixed and those with rising incomes.
There seemed to be too great complica-
tions in attempting to place a tax directly
on the increases in individual incomes.
There would be difficulties in fixing a base
period income; there would be numerous
hardships where the base period was un-
usually low; hardships where the in-
crease was associated with a move fo a
high-cost-of-living community. Above
all there might be serious consequences
where the tax on increases would inter-
fere with incentive.

Many of the same difficulties arose in
connection with a deduction for fixed in-
comes against a general increase in taxes.
It would run into conflict with withhold-
ing and would add an insuperable prob-
lem of verifying returns,

I should like to talk to you a little while
about the individual income tax pro-
posals contained in the committee bill.
As you know, one of the main features is
the elimination of the Victory tax and its
integration with the regular income tax
by providing for a so-called minimum
tax. To explain this integration prop-
erly, perhaps it would be well to trace
briefly the history of the Victory tax and
our present withholding system.

The Victory tax, when it was originally
adopted in the Revenue Act of 1942, had
two definite advanfages: In ‘the first
place it afforded an opportunity to intro-
duce into the income tax system at least
a small measure of current tax payment
for all taxpayers. At the time the with-

" holding of the Victory tax was provided
for it was hoped that as a result of ex-
perience under this tax, withholding
could be extended to the regular income
tax at some subsequent date.. Another
reason for adoption of the Victory tax
was to reach the incomes of a large num-
ber of citizens who were below the in-
ccme tax cxemptions, but who neverthe-
less "1ad some ability to pay income taxes,
since in the case of a married person
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with four dependents, the income could
reach nearly $3,000 before it was subject
to regular Federal income tax. The Vic-
tory tax was levied on gross income be-
fore any deductions, except business ex-
penses, and applied after the allowance
of an exemption of $624, regardless of
family status. Family status vas given
recognition not for the 5 percent gross
Victory tax, but only for the net Victory
tax after post-war credit.

The first withholding system was
thereby made extremely simple for em-
ployers, as everyone was given the same
exemption for withholding and the base
of the tax was the wage received by the
employee. At the same time, few adjust-
ments were required at the end of the
year for over-withholding or under-with-
holding.

Withholding of the Victory tax worked
so well that we were encouraged, last
spring, to attempt to provide for the
withholding of the full liability of the
first surtax bracket for all taxpayers. A
method for doing this was established in
the Current Tax Payment Act of 1943,
which also provided for an abatement
of a portion of 1942 or 1943 taxes in or-
der to make taxpayers fully current
through withholding and quarterly pay-
ments.

When the refinements of the income
tax were thus introduced into the with-
holding system, the Victory tax, simple
enough in itself, became an extra cog in
the tax machinery. If required a differ-
ent tax base from that used for the nor-
mal tax and surtax, and its special treat-
ment of family status in connection with
the post-war credit made it impossible
to include the Victory tax in the tax
table shown on the short-form income-
tax return. Recently, a separate bill was
originated in the Ways and Means Com-
mittee to eliminate those complications
caused by the Victory tax post-war
credit, which would in virtually all cases
be taken currently. However, there still
remained complications even under this
improved Victory tax, and there was dis-
satisfaction with the use of a flat exemp-
tion for all persons, regardless of family
statute, since some very poor families
would have to pay the tax, no matter
how many children had to be supported.

Now that we have, under the Current
Tax Payment Act, a withholding system
which collects currently the full basic
tax from all wage and salary earners,
and the method of quarterly payments
for others, it is unnecessary to retain the
complicated Victory tax, and it seemed
highly desirable to devise a simpler
method of reaching those taxpayers be-
low the income-tax exemptions. In ef-
fect, the minimum tax replaces the Vic-
tory tax in the lowest income brackets,
and provision has been made for fami
statute by modifying the previously used
$624 exemption for all, to: $700 for mar-
ried persons, $500 for single persons, and
a credit for dependents equal to $100
each. The committee bill provides that
the total income tax shall not be less
than 3 percent of the net income in ex-
cess of these exemptions and credits.
Under the improved Victory tax, the
rates applied to the gross income in ex-
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cess of $624 were: 3 percent in the case
of a married person, and 3.75 percent in
the case of a single person, reduced by
0.1 percent for each dependent.

For those who under present law were
subject to the regular income tax as well
as the Victory tax, an increase of four
points in the normal tax rate, bringing
chat rate to a total of 10 percent, is sub-
stituted for the Victory tax. In addi-
tion the allowance of earned income
credit is repealed, in order to avoid hav-
ing to raise the normal tax rate still
further to prevent a net loss in revenue;
moreover, it was recognized that busi-
ness taxXes result in placing a double bur-
den upon unearned income, constituting
sufficient discrimination in favor of
earned income.

Very slight adjustments were made in
surtax rates in order to bring the total
tax at various income levels as close as
possible to the burden under present law.
Reductions of one point each were made
in the surtax brackets from $6,000 to
$12,000, while increases of one, two, or
three points were made in each bracket
above $38,000. The increases above
$38,000 were required because of the limi-
tation on the post-war credit under the
Victory tax, as a result of which some
taxpayers were made to pay a net Victory
tax nearly as high as 5 percent, a rate
the repeal of which would not have been
completely offset by an increase of 4
peoints in the normal tax rate.

Having done away, in the committee
bill, with the Victory tax and its flat
exemption, it was unnecessary to retain
for withholding purposes the exemptions
of $1,248 for married persons, $624 for
single persons, and $312 credit for de-
pendents, which are all divisible by 12,
24, 26, and 52, so that they may easily be
adapted to various pay-roll periods.
These so-called magic numbers were
used to offset at least in part, any dif-
ficulties encountered by employers in in-
stituting the withholding system. The
exemptions have therefore been slightly
revised in the committee hill to conform
more closely to the exemptions: actually
allowed for income tax and minimum
tax when filing the return. The annual
exemptions used for withholding are still
divisible by 12, and if the weekly exemp-
tions are multiplied by 52, the results
come very close to the correct annual
figures. Exemptions for withholding are
higher than those for the tax return in
order to allow for deductions. Two sets
of exemptions and credits for dependents
are established—one for minimum tax
and one for income tax, but the two taxes
are integrated in the withholding table
in such a manner that they are indistin-
guishable. Employers who wish to use
the optional method of computing the
tax for withholding purposes may be in-
formed by the Treasury Department of
the points where the income tax first
starts to apply, so that they will not need
to compute both taxes,

As there is virtually no change in in-
come-tax burden under the committee
bill, it was not necessary to depart from
the present law withholding rates of 20
percent for the regular income tax, and
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3 percent for those subject only to Vie-
tory tax. Under the committee bill, the
20-percent rate will be applied where
the individual is subject to the income
tax, while the 3-percent rate will be ap-
plied in the case of those individuals sub-
ject only to the minimum tax. The with-
holding table brackets have been made
considerably narrower than they were in
the Current Tax Payment Act of 1943,
thereby reducing in large measure the
amount of under-withholding or over-
withholding arising out of the fact that
wages for a given employee may not fall
precisely at thie midpoint of the bracket
where the tax figure contained in the
table was actually computed.

Several improvements have been made
in the short-form income-tax return,
the optional return te be used by persons
having gross incomes of $3,000 and less,
composed of wages, salaries, compensa-
tion for personal services, dividends, in-
terest, or annuities. In the first place, the
separate computations of Victory tax
and credit taken currently have been
eliminated. Second, provision has been
made for the number of dependents in
the income-tax table, thereby eliminat-
ing the deduction of the credit for de-
pendents on the face of the return; third,
the number of alternative headings for
family status has been reduced in the
short-form table from three to two. In
computing the figures shown in the tax
table contained in the bill, deductions of
6 percent have heen allowed just as under
present law.

For those using the long form of re-
turn, also, the separate computation of
Victory tax and credit taken currently
have been eliminated. The income tax
base subject to normal tax and surtax has
been made the same for practically all
persons—all those not receiving partially
tax-exempt interest. The computation
of earned income credit has been elim-
inated. We believe these to be impor-
tant steps toward simplification of the
individual income tax.

By setting July 1 of the taxable year
as the determination date for the family
status of the taxpayer for the entire
year the committee bill achieves a fur-
ther simplification; under present law
this date has peen used only for purposes
of the short-form return, making it nec-
essary for users of the long form, whose
status has changed during the year, to
prorate exemptions and credits over the
year. Hereafter July 1 will be used to
determine the family status of all tax-
payers for the entire taxable year, even
for purposes of the declaration of esti-
mated tax, and there will be no neces-
sity for proration.

In order to achieve the simplification
of the short-form return, it was neces-
sary to require married persons filing
separate returns, each to take a single
person’s exemption. The effect of this
provision is to reduce the total married
exemption for the regular income tax
from $1,200 to $1,000, if the option of
separate returns is chosen; on the other
hand, the minimum tax exemption for
a joint return would be $700, and for
separate returns $1,000, an increase of
$300 in the total exemption under the

-
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separate returns option. The effect of
this provision will be, in general, to re-
duce, but not eliminate, the advantage
gained by persons in the higher brackets
through filing separate returns as dis-
tinguished from joint returns. In the
lower income tax groups this provision
will not always operate to the disadvan-
tage of the taxpayer when filing separate
returns, because, as was pointed out
above, the total exemption for the mini-
mum tax would be greater with separate
returns than with a joint return.

Two further modifications were made
with respect to individual income taxes.
Heretofore certain excise taxes, those
levied directly on the consumer, have
been allowed as deductions in computing
net income. Some of the more impor-
tant ones were the admissions tax, the
tax on communications, and the tax on
transportation. As, under existing law,
the factor determining whether a Fed-
eral excise tax is deductible is the man-
ner in which it is levied, rather than the
justification of the deduction, it results
in some diserjmination against those
persons whose Federal excise taxes paid
are heavily weighted by nondeductible
taxes, such as those on tobacco, liquor,
sporting goods, and so forth. In addi-
tion, under existing law the same dollar
amount of deductible Federal excise
taxes paid results in a tax saving which
varies proportionately with the surtax
bracket in which the taxpayer's highest
segment of income falls; for example, $10
of deductible Federal excise taxes would
result in a tax saving of 19 percent, or
$1.90, to an individual in the first surtax
bracket, but would amount to 85 percent,
or $8.50, to an individual in the bracket
from $100,000 to $150,000 of surtax net
income.,

These considerations, plus the fact
that there was $140,000,000 of revenue
to be gained, influenced the committee
in deciding to include the provision
which, in the future, will disallow the
deduction of Federal excise taxes paid,
except those which are business ex-
PEnses.

It was brought to the attention of your
committee that blind persons are, in
most instances, required to make certain
additional living expenditures as a result
of their infirmity, For example, many
of them must employ guides or readers
or attendants. It was, therefore, agreed
that a provision should be inserted in
the committee bill to allow a special de-
duction of $500 to every blind taxpayer
for purposes of computing his taxable
net income. In many cases, this allow-
ance would relieve blind persons of any
tax whatsoever, and in other cases it
would materially reduce the tax. The
fommittee adopted for the definition of
a blind person the language used by the
Social Security Board for the purpose of
carrying out title X of the Social Se-
curity Act, as amended, relating to
grants to States for aid to the blind.
The committee established July 1 of the
taxable year as the date for determining
the status of the taxpayer for the entire
year for purposes of this special de-
duction,
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Under the circumstances which faced
the committee, some of which have been
outlined, the committee proposals in re-
gard to individual incomes should be ac-
cepted by the House although all the
proposals may not meet with the ap-
proval of any Member.

Mr, DOUGHTON. I yield to the gen-
tleman from Georgia [Mr. Camp] 10
minutes,

Mr. CAMP. Mr, Chairman, I feel sure
that the bill the Committee on Ways and
Means has brought here represents as
much careful thought and hard work as
any revenue bill this House has consid-
ered in many years. Beginning its de-
liberations September 4 the committee
has spent 11 weeks of tireless work, with
daily and many night sessions, exploring
all fields of revenue. While the bill
does not provide for any great increase
of national revenue, it does, in my opin-
ion, provide all the increases necessary
at this time, and all that our people can,
under present circumstances, pay.

When the great expenditures for na-
tional defense began it was thought by
many authorities that if our people could
pay as much as one-third of the cost of
this war as we went along, we would
reach a goal that would be ideal from
every economic standpoint, but the
American people are doing that and
more. We are today paying nearly one-
half of the Government’s war expendi-
tures as we go, and the American tax-
payer is bearing the heaviest tax load

‘of any in the world.

It was suggested that taxXes be in-
creased at least ten and one-half billion
dollars for the next fiscal year, and this
suggestion was said to be based on two
propositions: First, the great need of the
Government for the additional money,
and, second, the inflationary problem.

Let us consider the first proposition a
moment. It was estimated on August 1
by the executive branch that 1944 Fed-
eral expenditures, excluding debt retire-
ment and trust-fund disbursements,
would total $104,000,000,000, $87,000,-
000,000 of same being war expenditures.

Since that time the War and Navy
Departments estimate that they will re-
turn unused to the Treasury from $13,-
000,000,000 to $15,000,000,000 of this,
leaving Government expenditures at
about $20,000,000,000, of which $82,000,-
000,000 is for war purposes. This is, of
course, the largest war expense of all
times. A comparison with the war ex-
penditures of other countries gives a
better idea of it. It is estimated that the
war expenditures of Great Britain in
1944 will be $23,000,000,000, and that of
Canada $5,500,000,000. However, the
American taxpayers will pay next year -
more than the total war expenditures
of both Britain and Canada; in fact, the
most conservative estimate is that they
will pay over $40,000,000,000 in taxes, or
one-half of our total war cost for the
year.

Now as to the sezond proposition, the
inflationary problem. A serious study of
the many proposals brought here under
the guise and in the name cf preventing
inflation will show that many of our
economists are “straining at a gnat and
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swallowing a camel”. I would not mini-
mize the danger of inflation, Of course
we must do everything we can to close
the inflationary gap, but the answer cer-
tainly does not lie in placing on our
people an additional tax load of $10,500,-
000,000, a load that will be burdensome
and cause suffering, when all the time
that sum is only a fraction of the grand
. total of over $100,000,000,000 of accumu-
lated savings in the hands of individuals
in the form of War Savings bcnds, cash
surrender value of life insurance policies,
savings deposits, demand deposits, and
idle currency. This represents $60,000,-
000,000 excess buying power. If we can
maintain in this country the psychclogy
that will render our people free of the
fear of inflation there will be no harmful
infiation, and I believe this psychclogy
can be best maintained by strict
economy in governmental expenditures,
by effective price control and rationing,
and by ‘ontrol of wages—and not by
burdensome taxes beyond the ability of
many of our people to pay, and not by
subsidies which must be paid by tax-
payers.

This bill, Mr, Chairman, I believe,
raises as much revenue as can reasonably
be borne by our people at this time with-
out unduly disturbing our economy.

As far as individual income tax is
concerned we are approaching, if in-
deed we-have not already approached,
the point of diminished returns. Few of
our people know or realize that in Amer-
ica today, under existing tax laws for
the years 1944 and 1945, no person, no
matter how large his or her income, will
have left during these years, after the
payment of Federal taxes as much as
$24,000 net income per year. A man
with $100,000 of net income will have to
pay $76,591 Faderal taxes, leaving him
$23,408.14, and this tax increases from
that fizure of net income, until when we
reach the man with a net Income of
$700,000 we find that his taxes consume
all of his income. This burden of taxa-
tion on individuals has been increasing
so rapidly that our people have hardly
been able to adjust their budgets fo it,
and I think that it is wise for Congress
to let them remain level for a while.

Corporate taxes are in a similar con-
dition. It is recognized that the taxes
which are now being imposed directly
upon corporations, and indirectly upon
ftie dividend income flowing to share-
holders, are as high or higher than those
imposed by the other Allied Nations.

It is of vital importance that our cor-
porations be kept in sound financial con-
dition, so that they may be able to con-
vert .to peacetime production and pro-
vide employment for men leaving the
armed forces after the war.

The withholding tax coming out of the
weekly and monthly wages of every
wage earner and salaried person in
America has brought home to them the
mounting cost of Government expendi-
tures. Every American now watches
Government spending as never before,
These people will rise and demand econ-
omy and they knoy that every saving in
Government expenditures will lighten
their tax burden.
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“A penny saved is a penny earned.”
There is no need to raise more taxes if
public economies are practiced.

Mr, DOUGHTON. I yield 10 minutes
to the gentleman from Indiana [Mr.
LupLowl.

Mr, LUDLOW. I shall address my re-
marks solely to the postal provisions
which are found on pages 88-91 of the
print now before the Committee.

I am absolutely opposed to the in-
crease in postage rates which are pro-
vided for in the tax bill. I think the
provisions relating to postage should be
stricken in toto from the bill. If it were
not for the fact that the closed rule
under which this bill comes before the
House prevents the offering of amend-
ments I would propose an amendment
eliminating these provisions entirely. I
hope that in the other legislative body,
which operates slightly more democrati-
cally and where freedom of amendments
is permitted, an amendment will be
adopted striking all of these postal items.
If that is done I will support the amend-
ment when the bill returns to the House.

With all of the respect I have for the
great Ways and Means Committee and
the able and eminent chairman and
members who compose it, I think it goes
entirely outside of the field of legitimate
and proper taxation and establishes a
bad precedent when it undertakes to
regulate postage rates. The Post Office
Department is a great service institution
and we should be careful to see that in
its operations it is not hampered and
hamstrung by laws that impair its service
character. Postage rates should be
levied on a basis of justice to patrons
of the post office and should not be tied
in with the fluctuating requirements of
the Government in respect to revenue.
That is the only sound procedure. If
we look at a postage rate solely with an
eye on the revenue we think it will
squeeze out of taxpayers, the possibilities
of crippling and destroying business and
inflicting hardships on postal patrons
are great indeed. I have no hesitancy
in saying that the postage increases
carried in this bill will either drive many
businesses to the wall or cripple”them
considerably, besides inflicting undue
hardships on individual users of the
postal system,

I wish to submit as a primary proposi-
tion that the Postal Service is not a
proper channel for taxation. I know
that it has been so misused in some in-
stances in the past, but that is no reason
why we should continue and confirm a
bad practice. It is understandable that
the Ways and Means Committee in its
proper and diligent search for every tax
dollar should explore all prospects, but
there are some fields it should not enter.
This is one of them. Postage rates
should be dealt with separately from
taxation on the basis of the needs of the
Postal Service and what is best for the
patrons of that Service, and I think there
is much argument to support the posi-
tion that the subject should be handled
legislatively by the regular legislative
committee that is constituted to handle
such questions, the House Committee on
the Post Office and Post Roads, of which
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the able gentleman from Virginia [Mr.
BurcH] is chairman.

The inadvisability of undertaking to
make a revision of postage rates on a
tax bill at this time becomes apparent
when we are reminded that the Post
Office Department now has that very
matter under thorough consideration
and investigation but has not had time
to come to any conclusion thereon.
The Appropriations Subcommittee of
which I happen to be chairman, dealing
with the Post Office Department ap-
propriations, took cognizance of this
situation and in the post office appro-
priation bill for the current fiscal year
there was set up a cost ascertainment
unit which will enable the Postmaster
General to find cut what it costs to
handle each class of mail and to de-
termine accurately and dcientifically the
profit on some classes of mail and the
losses on other classes, the amount of
increase of postage certain classes can be
expected to stand without injustice to
patrons and without incurring the risk
of diminishing volume which might de-
feat the purpose of any increase. All

" of this information, accurately and sci-

entifically ascertained and determined,
is essential as a basis for any postage
increase that will be anything more than
a haphazard guess in the dark inspired
by a desire to reach out and grasp some-
thing to tax. The cost ascertainment I
speak of is something the Postmaster
General has long yearned for. He has
repeatedly lamented that although he is
at the head of the largest business estab-
lishment in the world he has no idea
what the actual cost is of handling the
various classes of mail which either pro-
duce net income or drag down the net
revenues of that establishment. Pur-
suant to the authorization which we
gave him in"our bill he has created his
cost ascertainment unit and has called
to his service in directing the investiga-
tion two of the most eminent cost ex-
perts in the country, Charles A. Heiss,
comptroller, and Allan B. Crunden, as-
sistant comptroller, of the American
Telegraph & Telephone Co. Mr. Heiss
and Mr. Crunden came to Washington
early in this fiscal year and organized a
staff of high efficiency which is now in
the midst of investigating and develop-
ing the facts on which it will be possible
to make a sound revision of the postal
rates.

I submit that it would be a common
sense viewpoint of this matter and a
wiser procedure to allow that ccst ascer-
tainment unit to function and to develop
its findings before we undertake to fix
postage rates blindly on a tax bill with-
out having any dependable idea of the
effect of what we are doing. I hope that
the able chairman and members of the
Ways and Means Committee will consider

the facts I have presented about the unit

that is already functioning in the Post
Office Department in respect to a re-
vision of postal rates and that before this
tax hill gets through Congress the pro-
visions increasing postage rates will be
stricken out, so that later when we have
before us all of the factors of profit and
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loss, and the probable effects of chang-
ing rates on volume, we may be able to
revise the postage rates in a more logi-
cal and satisfactory way.

Mr. COLE of Missouri. Will the gen-
tleman yield?

Mr, LUDLOW. 1 yield.

Mr. COLE of Missouri. I would like
to compliment the gentleman on his
speech. I am a member of the Post
Office and Post Roads Committee. I, too,
am opposed to any increase in postal
rates.

Mr. LUDLOW. Ithank the gentleman
for his zontribution.

Mr. BREHM, Will the gentleman
yield?

Mr. LUDLOW. If I have time, I yield.

Mr. BREHM. I would like to compli-
meni the gentleman upon his remarks,
and I regret that the rule under which
the bill was brought before us prevents
him from offering an amendment as he
suggested. I would consider it a pleas-
ure to vote for such an amendment.

Mr. LUDLOW. 1 thank the gentle-
man.

Mr. COLE of Missouri.
tleman yield?

Mr, LUDLOW. Yes,

Mr. COLE of Missouri. I desire to
observe that the Post Office Department
is at the present time in the black for the
first time in many years, in spite of all
this penalty mail and Government pam-
phlets that they have to carry to the
varicus parts of the United States and its
possessions.

Mr. LUDLOW. The gentleman is ab-
solutely correct. The Post Office De-
partment made $1,300,000 in the fiscal
Yyear 1943, over and above all expenses
put together. It is in the black to the
extent of $1,300,000.

Mr. COLE of Missouri. For the first
time in many years. X

Mr. LUDLOW. Yes.

Mr. COLE of Missouri. I, too, would
like to be able to vote to strike title 4
from this bill.

Mr. LUDLOW.
man.

The CHAIRMAN. The time of the
gentleman has expired.

Mr. DOUGHTON. 1 yield such time
as he may require to the gentleman from
Oklahoma [Mr. STEWART].

Mr. STEWART. Mr, Chairman, I
wish to voice my opposition to an in-
crease in taxes on theater tickets and
first-class postage. In my opinion this
phase of the proposed bill will bring less,
not more, money into the tax tills,. Why
do I say that? I have been bombarded
with letters from my district from the
theater people saying higher admission
price will decrease attendance at thea-
ters to the point where it will not mean
any more Federal revenue than is now
derived from this source. I think we

Will the gen-

I thank the gentle-

should lend an ear to their views in this

matter. Theater men have certainly
done their part in the war effort from
the standpoint of morale, public educa-
tion, and War bond drives. And scheol
children are another angle to consider.
They make up a larger part of the theater
patronage and their limited funds
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could not stand an increase in admission.
I trust your Committee will agree to an
amendment to place the tax on show
tickets back to its present rate and give
the show-going folk and the show people
a chance to continue with their good
work.

Now, about an increase in postage. I
do not believe this should be saddled on
the backs of the businessmen and pa-
trons. Icensed when the Ruml plan was
before us earlier in the session that such
a tax bhill as H. R. 36387 would be in the
offing and so here it is. I consider this
bill a mere plug to raise a portion of your
liberal forgiveness of $10,000,000,000 to
those who have made their big profits
primarily out of war contracts—to shift
the burden from the superrich to the
average and underprivileged taxpayer. I
did not vote for the Ruml tax plan and
I cannot vote for this bill.

Time does not permit me to discuss the
many objections I have to this measure,
but upon the subject of the increase in
picture-show tickets and postage rates
I have tried to make myself clear.

Mr. KNUTSON. 1 yield to the gen-
tleman from Pennsylvania [Mr. Gavin].

Mr, GAVIN. I ask unanimous con-
sent to revise and extend my remarks
in the Recorp and to include one wire
and three letters,

The CHAIRMAN. The gentleman has
permission to revise and extend his own
remarks, but to include extraneous mat-
ter he must get permission from the
House.

Mr. GAVIN. Mr. Chairman, I want
to take this opportunity to state to Mem-
bers of the House that postal rates
should not be used for purposes of tax-
ation. We all recognize the very difficult
problem and the grave responsibilities
confronting Members of Congress in
produeing g tax program that will pro-
vide the tremendous revenues necessary
to meet needs of the Government. We
in the Congress are charged with the
responsibility of determining how these
revenues are to be raised and where the
taxes are to be applied.

In Teaching such decisions I believe
that Congress must and will take into
consideration the maintenance and wel-
fare of the various parts of our economic
life that will be vitally affected by these
taxes. Legislation, unless carefully con-
sidered, can destroy overnight businesses
that in many instances have taken a life-
time to build.

We all realize that additional reve-
nues must be secured; however, there
can be no justification for the Committee
to vote its approval of postal-rate in-
creases without careful consideration,
and give those vitally affected an op-
portunity to present their views to pro-
tect their interests and investments they
have made,

I would like to know if the postal au-
thorities have been consulted or if a
careful study of existing rates or of the
experiences of the past served as a basis
for rates now proposed. I am of the
opinion we should proceed more cau-
tiously.
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New Process Co.,
Warren, Pa., November 4, 1943,
Hon. Leoxw H, Gaviy,
Member of Congress,
House Office Building,
Washington, D. C.

DeAr CONGRESSMAN GaviN: No doubt you
are aware that in a direct mail-order busi-
ness, of which there are a great many in the
Unlited States, the item of postage used in
circularization loomss as about the largest
item of expense. The volume of business
obtalned depends on the number of indi-
vidual circulars sent out, and the number of
circulars that can be malled with profitable
results depends on the responsiveness of var-
fous lists of names. Obviously, when the
cost of third-class postage goes up the num-
ber of names that can profitably be circu-
larized goes dowwu, and If the rates are dou-
bled for this class of postage, as now pro-
posed, the amount of circularization of this
kind will necessarily become but a fraction
of what it 1s now, since it will be possible to
circularize without loss only the most re-
sponsive lists. This will result in tremen-
dous loss of business for us and other direct
malil-order concerns. Facilities built up to
handle a large volume of business with effi-
clency will be largely idle, though carrying
charges will continue, and employment of
white-collar people who are for the most part
not eligible for employment in war indus-
tries will decline precipitately here in War-
ren, for example, where the part these em-
ployees play in the prosperity of the local
economy necd not be pointed out to you.

And what will the Government gain from
the proposed doubling of third-class rates—
specifically, bulk rates, under section 562,
Postal Laws and Regulations (with which we
are primarily concerned)? The answer, to
the best of our bellef, is “little or nothing,”
since it Is quite obvious that reduction in
the volume of circularizing forced on us and
others by the unconscionable boost in rates
would drastically curtail postal revenues
from this source. The only resu.ts would be
harm to concerns like us, our employees,
printers, other cuppliers of all kinds, our lo-
cal merchants, who depend upon our hun-
dreds of employees for patronage, together
with no advantage to the Government.

We have recited the facts above in the
hope and belief that they will aid you in do-
ing all in your power to combat the propesad
increase, or rather doubling of third-class
postal rates, including (most important from
our standpoint) bulk rates under section
562, Postal Laws and Regulations, * #*

Respectfully,
New Process Co,,
JOHN L. BLAIR,
President., =&
Harorp C. Purnam,
Treasurer.

LaNCASTER, PA.,, November 22, 1943,
Hon LeoN H. GAVIN,
Member of Congress, House of Repre-
sentatives, Washington, D. C.:

New tax bill (H. R. 3687) with its proposed
doubling of third-class rates, would put us
completely out of business. Last year our
third-class postage cost us $46,256.71, dou-
bling this amount under new proposed bill
would be confiscatory taxation for our busi-
ness. Your support of motion to recommit
tax bill with a view to having postal section
transferred to the House Post Office and Post
Roads Committee urgently requested.

Wnriam A. FREwW,
President, Lancaster County Seed Co.
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THE INTERNATIONAL ASSOCIATION
or PrINTING HOoUSE CRAFTSMEN, INC,,
November 20, 1943,
Hon LeonN H. GAVIN,
House Office Building, Washington, D. C.
DEAR BIR:
L * L] L] L]

1. Higher third-class rates will penallze
small and medium-sized businesses, which
are the largest users of third-class mail. The
increased rates will seriously impair, or even
destroy, one of the most economic methods
of getting business, especlally now when
there is a shortage of manpower, gasoline,
and tires,

2. With larger businesses, the added op-
erating expenses which will be incuwrred
through increased postal rates will come out
of excess-profits taxes, in effect taking money
from one Government pecket and putting it
into another.

3. Businesses operating under price ceil-
ings have no way of recovering the addi-
tional expense forced upon them.

4. The Postal Service is an essential service
and a public utility, and should not be
classed as a luxury along with cosmetics,
liquor, and cigars. Also, the Postal Bervice
is not a proper channel for taxation.

5. Higher rates will reduce postal revenues
ipstead of increasing them. Experience has
shown that whenever postal rates are in-
creased, volume falls to such an extent that
revenues are less under the higher rates than
they were under the lower. I cite the follow-
ing proof:

a. In 1917 the penny postcard rate was
increased to 2 cents. Prior to the increase
ihe Post Office Department had been receiv-
ing an average annual revenue of $20,000,000
from this source. After the increase became
effective the revenue dropped to $10,000,000
a year, not only failing to produce the ex-
pected revenue increase, but even resulting
in revenues being cut in half.

b. When in 1832 the Department increased
the first-class letter rate from 2 to 3 cents,
volume dropped from 4,000,000,000 to 2,000,-
000,000 pleces annually, the revenue de-
creased, It required 10 years to restore
local first-class volume to its 1932 figure.

Very sincerely,
Dovucras C. McMURTRIE.

OzrAL HYGIENE PUBLICATIONS,
Pitisburgh, Pa., November 9, 1943,
Hon. Leon H. Gavin,
House Office Building,
Washington, D. C.

My Dear Bir: Through the newspapers, we
have learned that the House Ways and Means
Committee’s proposal to Increase postal rates
includes the doubling of third class rates.
As publishers of so-called controlled-circu-
lation magazines for the dental profession
and the dental trade, we are large users of
this postage classification. We pay the al-
ready high rate of 8 cents per pound.

For the first 8 months of this year our
third class postage bill for the mailing of our
magazines alone—not including our other
expenditures for postage—totals $19,225. At
this rate, our expenditure for the year will be
in excess of $25,500.

If the rate is doubled, it can result in con-
fiscation of our 33-year-old business, since
the additfonal $25,000 represents nearly 10
percent of our gross volume—a much higher
percentage than any net profit we can earn.

Obvioysly, many other magazine publishers
are face§ with a similar disaster if the third
class rate is increased substantially, let alone
being doubled. Moreover, the readers of mag-
azines so affected, and the manufacturers
who use them as advertising media, would be
deprived of publications upon which they
depend.

In my opinion, the proposed increase of
third class rates would fail to produce any
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increase in the Government’s revenue. If
publisher’s current profits are turned into
losses, and if some publishers are driven out
of business, the present high taxes we are
paying would no longer be forthcoming.
Yours sincerely,
M. B, Massor, President,

Mr. KNUTSON. I yield to the gentle-
man from New Jersey [Mr. Towel.

Mr, TOWE. Mr, Chairman, I am op-
posed to this bill because of the provision
in it which arbitrarily increases the
third-class mail rates.

Many publications which are of great
educational value use this class of mail
for distribution. These publications are
not chiefly advertising mediums. They
render a distinct service and it is quite
possible that their distribution will be
seriously reduced in the future. If this
provision remains in the bill and finally
becomes law, a group of publishers in
this country will be singled out to pay a
disproportionate share of the tax sought
to be raised under this bill.

Mr, ENUTSON. I yield to the gentle-
man from Missouri [Mr. ARNOLD].

Mr. ARNOLD. Mr. Chairman, the
proposed increase in taxes on telephones
will necessitate the discontinuance of
telephone service in numerous farm and
rural homes.

Mr, Chairman, the telephone is a ne-
cessity; it is not a luxury. The telephone
industry has been classified by the War
Manpower Commission as one of the 35
most essential to the prosecution of the
war.

Local telephone service is essential to
the domestic and business life of every
community. It is vital to the national
welfare,

The independent telephone companies
of the country operate in about 12,000
of the 18,000 communities that enjoy
telephone service.

This independent-company service in-
cludes more than 4,000,000 telephones, or
about one-fifth of the total telephones in
the United States.

More than 80 percent of these 4,000,000
telephones are in residences.

One million telephones are in rural
homes, serving farmers.

Dwindling gasoline and tire supplies
make the telephone all the more essen-
tial to farmers.

Without the telephone the farmer
would not only be handicapped in farm
operations, necessitating frequent con-
tacts with neighbors and business people
in town, the health and safety of his
family would be jeopardized for want of
ready communication with the family
physician.

The proposed increases in taxes on
telephones is confiscatory. It will neces-
sitate the discontinuance of telephone
service in numerous farm and rural-
town homes.

The tax is discriminatory. It is more
in the nature of a selective sales tax
than an excise.

The tax is an increased and unneces-
sary burden upon already overburdened
local, independent telephone businesses,
While the tax is paid by the subscriber,
the telephone company is responsible for
its collection, The job of serving as tax
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collector, computing, collecting, record-
ing, and remitting grows more onerous
all the time.

Telephone companies are experiencing
an acute shortage of manpower. It was
testified before the House committee that
the turn-over of female help is almost
400 percent in some offices, and that if 12
girls were hired on Friday, only 5 would
show up on Monday.

While the expense of collecting the tax
is not ovailable for the more than 6,400
independent telephone companies in the
country, if figures were available they
would show a sizable amount which
these companies have to spend to do the
collecting and remitting of taxes. Such
costs, of course, become a part of the
operating expenses which are ultimately
paid by the telephone users, and thus
constitute a further tax increase.

There are something over 6,400 in-
dependent telephone companies in the
United States. These have been classi-
fied into four groups, as follows:

A, Those having an annual operating
revenue in excess of $100,000.

B. Those ranging from $50,000 to
$100,000. .

C. Those ranging from $25,000 fto
$50,00C.

D. Those having less than $25,000 an-
nual operating revenue.

In groups A and B together there are
something over 200 companies. Groups
C and D, therefore, represent about 6,200
companies, and these are typical of small
business enterprise about which there
has been so much said and so little done.

These (,200 companies have a total of
2,383,614 telephones, or an average of
384 telephones per company. . In other
words, the typical independent small
rural telephone company has an annual
operating revenue of less than $50,000,
and an average subscriber list of 384
telephones.

Mr. Chairman, it would seem that in
all fairness, and in proportion to ability
to meet the costs of the tax burden and
continue in business, the small indepen-
dent rural telephone company with a
subseriber list of less than 850 telephones
should be exempted from further tax in-
creases above those at present in force.

The failure of small business concerns
is a calamity which our country cannot
afford to let come to pass. To give small
independent telephone companies a push
toward failure by congressional act is
unthinkable. And yet that is what we
will be doing if we approve these tax in-
creases.

In this matter, the Congress has a
great opportunity to protect small busi-
ness enterprise, as it impliedly committed
itself to do in the appointment of both
Senate and House committees on small
business. These committees have evi-
dently been very active. I am informed
that their annual expenditures for all
their operations, including travel, inves-
tigation, clerical help, etc., have been,
for Senate and House committees, respec=
tively, $57,445.22 and $47,500, or a
total of approximately $105,000 for a
year of investigation of small business
problems and conditions. Here we have
an opportunity to make to the faxpayers
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some return for all this money of theirs
which has been so spent.

Mr. Chairman, the results of the pro-
posed increases in taxes on telephones
is well set forth in a letter.and a tele-
gram which I recently received from the
presidents of two of these small com-
panies located in the First Congressional
District of Missouri, which I include
herein as follows:

Farmrrs TELEPHONE Co.,
Milan, Mo., November 11, 1943.
Hon. WAT ARNOLD,
House of Representatives,
Washington, D. C.

DEAR Sir: We are a small corporation pro-
testing against higher taxes on the telephone
industry.

Congress has picked communications out
of the rest of the utility family for a tax bur-
den in the revenue law enacted-in 1941, This
resulted in a 6-percent monthly tax on local
exchange service, which was increased to 10
percent last year.

We accepted this tax cheerfully and have
cheerfully acted as a tax-collecting agency
for the Government, Now comes a proposed
raise in this tax.

As you probably know—coming from this
part of the country—that a large percentage
of rural and small-town telephone users keep
their phones mainly because they have sons
or other relatives in the armed forces and
feel that they must have their telephones.

However, many have told me that if taxes
on telephone services are increased again they
will be forced to discontinue their telephones,
and that if this 15- to 20-cent increase goes
into effect there is nothineg else for them
to do.

We feel that this proposed increase is a
eelective tax and a discrimination, and is un-
fair to the industry and, in addition, it will
weaken the morale of the rural and small-
town people, who cannot afford telephones.

In large cities and large corporations this
might work out, but small corporationsg are
already tax burdened almost beyond our ca-
pacity to pay and still keep our service up to
the standard we wish to have.

We maintain that a telephone in rural
communities is a necessity and not a semi-
luxury. ;

I am writing to you, whom I feel under-
stand conditions here, so that you can in our
behalf protest to the members of the Ways
and Means Committee.

We hepe you will be able to help us.

Bincerely,
VenNIE G. LovE,
President.
GALLATIN, Mo., November 20, 1943.
Hon. WAT ARNOLD,
Congressman, First District,

House of Representatives,
Washington, D, C.:

Please protect us from an increase in the
selective sales tax on the telephone service
of our Daviess and De EKalb County sub-
scribers, of which approximately 85 percent
are farmers. This service is not a luxury but
a necessity with dwindling gasoline and tire
supplies. With your knowledge of these
rural communities you know 15-percent
tax on telephone service is confiscatory.
Anything jou can do to block this tax in-
crease will be greatly appreciated.

JoE M. ROBERTS,
President Inter-County Telephone Co.

Mr. ENUTSON. I yield 5 minutes to
the gentleman from South Dakota [Mr.
Casel.

Mr. CASE. Mr. Chairman, I shall ad-
dress myself to two phases of the bill,
or at least, two phases of the discussion
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this afternoon which have to do with
the appropriations in which the War De-
partment Appropriations Subcommittee
is interested. That is as to the savings
under this $13,000,000,000 that was re-
ported the other day and as to the re-
negotiation features of the hill.

Already this afternoon during the re-
marks made by others, there has been
some discussion of this $13,000,000,000
and its relation to the fiscal burdens of
the Government. Because of limited
time I am only going to refer to that
at this time to say that the true credit,
the real credit for the saving of that
$13,000,000,000 should go to the boys in
Australia, in Alaska, in Africa, in Italy,
in Sicily, and on the high seas, who are
responsible for the change in the mili-
tary situation which made possible that
financial cut-back from the military pic-
ture as it was presented to us last May.

With respect to the renegotiation fea-
tures of this bill, as I said early during
the afternoon, the gentleman from Okla-
homa [Mr, DisNey] and the gentleman
from Minnesota [Mr. Knurson] and the
members of the subcommittee that han-
dled this provision are entitled to a great
deal of credit, as are other members of
the committee who worked on this most
difficult problem we have in connection
with war financing.

Renegotiation was developed in the
War Depariment Appropriation Sub-
committee to meet a special and extraor-
dinary problem. It was a problem that
has scarcely been touched upon here to-
day, the problem of vast and extraor-
dinary profits being made on war con-
tracts. It is a problem on which the
public has been getting but one side,
lately. Here is a circular put out by Mr.
Edward G. Budd, president of the Budd
Manufacturing Co., and the Budd Wheel
Co., entitled “The Dangerous Injustice
of Renegotiation,” which was on your
desks this morning, I presume. Now,
the situation in the Budd companies is
the kind of situation that produced a de-
mand for something to curb excessive
war expenditures and since this circular
appeared yesterday and today, I use it
as a convenient illustration of the prob-
lem. After reading the circular I called
on the War Department for their figures
in the Budd case and I have here a
break-down of the profit sheet of the
Budd Manufacturing Co. Contrary to
the impression one might receive from
the generalities in this circular that they
had made a profit of only 1 percent or
something like that, listen to these fig-
ures from the records in possession of
the War Department:

The Budd Wheel Co. for the fiscal year
ending December 31, 1942, did a war
business of $41,271,000. Its profit, before
taxes, was $9,999,000, or 24.2 percent on
its total volume of business. Its profit
after taxes, if there had been no rene-
gotiation, would have been $3,033,000, or
55.8 percent of the net worth of the com-
pany.  After renegotiation its profit was
still 12 percent of its net sales, and its
net profit after payment of taxes was 26
percent of the net worth of the company.
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When the War Department Appropri-
ation Committee ran into situations like
this, is it any wonder that some of us
thought that you, and you, and you,
would be held accountable by the mem-
bers of your district if you permitted
these vast sums of money to be paid out
of the Federal Treasury without any at-
tempt at recovery?

One further reference to the facts on
the Budd Co. The salary of Mr. Budd in
1938 was $43,200, from the Budd Manu-
facturing Co. In 1942 that was jumped
to $65,410. But in addition to the Budd
Manufacturing Co. they now had the
Budd Wheel Co., and from the Budd
Wheel Co. Mr. Budd received an addi-
tional salary of $140,318, making an in-
crease in his annual salary from $43,000
in 1938 to $205,000 in 1942,

Similar examples of greatly increased
profits and salaries were coming before
us in the spring of 1942—get the full
facts on any case you hear about. You
will understand what I mean when I say
that the origin of renegotiation was the
situation that ‘we confronted.

The Government, the country, was in
a situation parallel to the parent who
found his child about to die. He said,
“Send for a doctor.” Somebody said,
“Which doctor shall I get? Shall I get
the expensive doctor?” “Well, there is
only one in town. You run and get him
and do not ask what it is going to cost.”
The father said, “We have to have a
doctor right away. This is a case of life
and death.” -

A lot of the war contracts were made
in that fashion. I do not justify them.
I supported the effort of the gentleman -
from Michigan [Mr. EnceL] to eliminate
cost plus and cost plus-fixed-fee con-
tracts before we got into the war. But
that lost, and later we got into the war
and contracts were let right and left.
Many times neither the contractor nor
the Government had any idea of what
the cost would be to change a washing
machine factory to a munition factory.
So we sent for the doctor—any doctor we
could get. After the doctor came, per-
haps he was an expensive doctor. Per-
haps he found his costs were not as much
as expected and that his prices were

The CHAIRMAN. The time of the
gentleman from South Dakota [Mr.
Case] has expired.

Mr. ENUTSON. Mr. Chairman, I
yield the gentleman 2 additional min-
utes.

Mr. CASE. So what did we propose?
Go back to the father who sent for the
doctor to treat his child, After he got
the doctor’s bill, it is possible that he
found the bill pretty stiff. He renegoti-
ated. Perhaps he just said, “Let us look
this over. I cannot use you again at this
rate. Let us yeprice this a little,” Any-
way he renegotiated. Repricing is noth-
ing new in business and nothing! new in
industry.

The amendments which this bill will
propose are good amendments to the bill,
As a matter of fact, I went before the
committee and I suggested to them that
I thought the same as I did over a year
ago, when we adopted the statute origi-
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nally, that the statute was imperfect.
That it was merely a start. That some-
body should work on it further and per-
fect the details, or even try something
else if it would do a better job.

This committee has done a splendid
job in the amendments offered. It has
given excellent study to the whole
problem., Naturally I am pleased to
find that five of the changes that I sug-
gested to the committece are incorporated
in the amendments now offered to the
statute.

For instance, there is the explicit right
of appeal by settirg up a tar court, a
court of appeal body, and before that, a
review body. So that now the right of
appeal will be exnressly provided in the
statute.

In addition to that, the size of the ex-
emption is to be raised from contractors
with war business up to $100,000, in-
creased to extend up to $500,000 total
Government war business.

In addition to that there is a definition
of standard commercial articles, which
makes it possible for the Secretary or
the Single Price Adjustment Board to ex-
empt the articles where substantial com-
petition exists.

For they have also adopted the idea of
one central price adjustment board, so
as to create uniform policies through-
out the program for all agencies con-
cerned and provision is-made for termi-
nating renegotiaticn when the war ends,
not 3 years afterward.

I know my time is about fto expire
again, but let me say again that there is
no perfect answer to the problem of ex-
cessive war profits. You may have ideas
that will further improve the statute, and
“if you know a better hole, go to it.”

There is not a Member of this House
who has not repeatedly, publicly and pri-
vately, said that he would do all in his
power to prevent excessive war profits if
we ever got into war again. The law was
new; it was not perfect and these amend-
ments, while they improve it, will not
make it perfiect. But it works. It has
saved over $5,000,000,000 of the tax-
payers’ money and is getting better prices
on new contracts.

You take any one of the celebrated
cases and get the facts from the War De-
partment or the Navy Depariment and
you will agree with me that were it not
for renegotiation there is not a Member
of this House who could go back fto his
district and defend the excessive profits
that would have been made from War
and Navy and ship contracts, without re-
negotiation.

The CHAIRMAN. The time of the
gentleman from South Dakota has again
expired.

Mr. DOUGHTON. Mr. Chairman, I
yield such time as he may desire to the
gentleman from Oklahoma [Mr. JoHN-
son].

Mr. JOHNSON of Oklahoma. Mr.
Chairman, I have asked the indulgence
of members of the Committee at this
time to read a letter I have written to
our popular and able Chief of Staff of
the United States Army, in which I felt
it my painful duty to discuss the General
Patton incident and request that in view
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of the wide publicity given same, the gen-
eral in question be removed from his
command immediately.

The letter follows:

; NovEMBER 24, 1043,
Gen. GEORGE C. MARSHALL,
Chief of Staff,
War Department General Staff,
Washington, D. C.

DeAr GENERAL MarsHALL: I am taking the
liberty of writing you with regard to the
despicable incident involving Lt. Gen. George
5. Patton, Jr., who evidently in a fit of anger
cursed and struck a shell-shocked soldier in
a hospital tent in Sicily last August.

I have read a number of accounts of this
incident since the story was first told by a
well-known radio commentator last Sunday
evening. The following day, the newspapers
of the country published what was said to be
an official Army headquarters statement, as
follows: 2

“General Patton is commanding the Sev-
enth Army, has commanded it since it was
activated and is continuing to command it.
General Patton has never been reprimanded
at any time by General Eisenhower or by
anyone else in this theater.”

Today the country is told that although
the general had not been “officially” repri-
manded, that General Eisenhower upon hear-
ing of the incident immediately wrote the
general denouncing his reprehensible con-
duct and ordered him to make amends, or
be removed from his command, which the
country is assured the general did “on his
own volitlon.” The apologies, however, ac-
cording to front-line dispatches, were not
forthcoming until the general was ordered to
do so by General Eisenhower. The same
front-line dispatches say that although the
facts of the incident were generally known
among officers and men throughout the
entire division, the incident was not dis-
closed for 3! months after it occurred.
There 1is little doubt that it never would have
been disclosed if the story had not broken
over the radio. The following paragraphs of
one of the dispatches, which evidently cleared
through Army headquarters, follows:

“The incident for which Eisenhower re=
buked one of his ablest battle leaders oc-
curred early in August when the Sicilian cam-
paign was at a critical period. Patton, visit-
ing an evacuation hospital, was walking
among the wounded, patting some on the
head and sympathizing with them, when he
came upon a soldier sitting oh a cot with his
head in his hands, weeping.

“In reply to Patton's question as to what
was the matter with him, the soldier was
quoted as replying: ‘It's my nerves. I guess
I can't stand shelling.’

“According to those present, the general
thereupon burst into a rage, and, employing
profanity, called the soldier a coward and
yellew belly and other epithets and ordered
him back to the front. The scene attracted
several persons, including the commanding
officer of the hospital, the doctor who had
admitted the soldler, and a nurse.

“In a fit of fury Patton struck the soldier
on the rear of the head with the back of his
hand. The soldier fell over slightly, and a
nurse, intent on protecting the patient, made
a dive toward Patton, but was pulled back by
a doctor. The commander of the hospital
then intervened.

“Patton, still in high temper, told other
patients his views, then returned to berate
the shell-shocked soldier again. The soldier
appeared dazed, but offered to return to the
front and tried to gain his feet as Patton
left the hospital without making further in-
vestigation of the case.

_ "It was later ascertained that the soldier
had been diagnosed as a medical case a week
before the hospital incident, but he refused
to leave the front until he finally was ordered
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back by his unit doctor. After Patton left
the hospital the soldier demanded to return
to the front immediately, but was forced to
rest for another week.”

The dispatch further added that doctors
at the hospital diagnosed the privdte’s illness
as acute malaria and said he was partially
delirious at the time of the general's in-
cident, one report revealed.

Now, General, these facts speak for them-
selves. Assuming these front-line reports are
true, 1 am amazed and chagrined at the
statement that General Patton is still in
command of the Seventh Army, and the
further statement that the Incident is closed.

Permit me to say that I served as a buck
private in France for more than a year with
the Thirty-sixth Division during World War
No. 1, and saw active service In the front
lines. I know first-hand of the horrors and
excruciating pain of shells landing all about
me If the officers and men in the Seventh
Army really know the facts in connection
with this unfortunate incident and of the
inexcusable and despicable acts of the gen-
eral in question, I know from personal ex-
perience that they would not want him in
command of their outfit; but whether they
are aware of the true facts or not, the mothers
and fathers of these gallant lads are entitled
to know that thelr commanding officers can
be depended upon under any and all circum-
stances to protect them if and when humanly
possible to do so. Such incidents might be
overlooked and closed with an unofficial
spanking in Hitler's army, but not in Uncle
Sam’s.

I have a boy—a fine, upstanding orphan
boy I reared from infancy who is now some-
where in the European theater. He also en-
listed as a buck private. His devoted wife
and other loved ones in Oklahoma and else-
where, as well as the loved ones of milllons
of other brave young officers and men are
entitled to know that no such incident will
ever occur in the future.

Let me add, General Marshall, that I am
not now, nor have I ever set myself up, as a
military expert, I have profound confidence
in you as a military leader, and as a member
of the House Appropriations Committee have
voted for every dollar the Army has request-
ed, resolving any doubt in favor of the de-
mands of yourself and other military leaders,
I feel that we have a great Army, and I want
it to continue to be great and well disciplined.

I do not have a personal gcquaintance with
General Patton, but I have Some responsibil-
ity to our men and women in uniform, as well
as to'the fathers and mothers of cur country’s
defenders. 3

I would not cast any aspersions on the gen-
eral’s previous record. Reports from the
fighting front indicate that prior to this in-
cident, General Patton had demonstrated
outstanding ability as a commander, but it
should be obvious that this unprovoked at-
tack upon a private soldier has destroyed the
general's usefulness as a commander of the
Seventh Army or any other division.

In view of the wide and unfavorable public=-
ity the incldent has received, I do not con-
sider it presumptuous to suggest that Gen-
eral Patton be relieved of his command im-
mediately.

Sincerely yours,
JED JOHNSON.

Mr, MAHON. Mr. Chairman, today
we consider a new tax bill., Taxes are
already high—almost unbearably high,
especially for some of our people. Yet, I
believe that if the people are given econ-
omy and wise administration, they will
be willing to try to pay a greater portion
of the cost of the war now rather than
leave an extra burden for the men in
uniform to shoulder when they return to
their native land.
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Too much emphasis has been placed on
the demand for more wages and profits.
If I were away in some remote quarter
of the earth, fighting a war to prevent
the conquest and destruction of my
country and against a ruthless and cruel
enemy, it would arouse my indignation
and disgust if I should learn that the
folks back home in the United States
were striking, wrangling over wages and
profits, and carrying on in such a way
as to appear to be oblivious of my peril-
ous position and the issues involved in
this terrible war.

The sacrifice of the men on the fight-
ing fronts is terrific. It is indescrib-
able. There is anxiety, privation, hun-
ger, bullets and bombs, wounds—hoth
physical and mental—and death. Occa-
sionally we may sense for a moment a
realization of what our fighting men
must endure. But it is impossible for
us who are far from the war zones to
see and feel the true picture. Fighting
men who return home with broken bodies
cannot portray to us—make real to us—
the terrible strain and stress of the front
lines.

Against that background of war we
consider this new tax bill. Nobody likes
high taxes. But as long as about 10,-
000,000 of our men in uniform hazard
their lives in this war, I think that most
civilians have a feeling that they, too,
would like to do a little sacrificing—in
fact, a great deal of sacrificing for the
common good, realizing that their sac-
rifices at home cannot even be com-
pared with the contribution of our men
who are fighting this war. If they give
their blood, we can give our toil and our
money, and the sacrifice will still be
quite unequal.

Immediately after Pearl Harbor,
waste, extravagance, and profiteering
should have been cut to the minimum
and we should have begun to pay &
greater portion of the costs of this war.
That statement will have to be included
in a true history of World War No. 2.
And is there anything wrong with a
policy which requires that civilians toil
and produce and pay while others train
and fight?

But our tax program has been badly
bungled. The year 1942 began 24 days
after Pearl Harbor, Our 1942 national
income was the greatest in history up to
that time. Did we pay adequate taxes
on 1942 individual income? No. About
75 percent of all individual income taxes
on 1942 income was canceled. About
$7,000,000,000 in individual income taxes
were canceled by the adoption of the
so-called modified Ruml tax nlan which
became the law on June 9, 1943. I shall
always be glad that I voted against that
iniquitous tax bhill. The more the people
learn of its effect and the confusion it
has wrought, the more those of us who
opposed the measure will be vindicated
in our stand. If millionaires are made
out of this war—and many are becoming
rich while others die—that tax bill will
share a large portion of the responsi-
bility.

There were those who wanted to cancel
100 percent of the income tax on indi-
viduals on 1942 income, I am willing to
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predict that in the post-war period the
angry cry will not be that too little was
canceled, but that too much was can-
celed.

Regarding the profits being made dur-
ing this war, let me say with all the em-
phasis at my command that when the
history of this war is written it will not
be said that the civilians, generally
speaking, made too little profit out of the
war, but that they made too much. And
let me make th's statement. When the
history of this war is written, perhaps by

“some soldier who has returned from a

rendezvous with the Japs in the jungles
of the southwest Pacific, it will not be
said that the American people paid too
much in taxes to help support the war
effort, but that many Americans paid too
little in taxes to support the war effort.

I heard someone say the other day that
we could not pay more taxes—and, in-
deed, there are many who cannot bear
any additional tax burden. It was clev-
erly pointed out that “you can shear a
sheep many times but you can skin him
only once.” But that adage must not be
used in defense of the profiteer. And
many cases of war profiteering have al-
ready been exposed. We cannot overdo
the job of trying to prevent war profiteer-
ing, and of recapturing excessive profits
in taxes. When the profits and profit-
eers of this war are truly understood, I
predict that it will not be sufficient to
glibly say, “You can shear a sheep many
times, but you can skin him only once.”
That will not afford shelter for those
black sheep who have taken advantage of
the war to make undue and unreasonably
high profits.

I think I know the attifude of the
people whom I represent. When I had
the opportunity to be among them this
past summer, I made it my business to
find out what the people thought. I
think I found out what they thought, and
I do not think they have changed their
minds. The great heart of the American
people is still true and just and fair,
The peopie are willing to pay taxes to the
very limit if they are assured that their
money will not be wasted and trifled
away by people who are charged under
our system of government with the seri-
ous business of running the war. Yes, I
found out that the people were even
willing to pay more taxes if the above-
stated conditions were met—certainly for
the duration of the war, and in cases
where it is possible for them to pay more.

I found out some other things. The
people are not interested in politics as
such, and they are not interested in pub-
lic officials whose chief concern is politics.
They are sick at heart over waste and
abuse, yet most of them realize that
some waste is inevitable in time of war.
Undoubtedly, economy in Government
will be a stimulant of the first order to
the people.

The people want to win this war at the
earliest possible opportunity, and they
are willing to pay the price, but in trying
to pay the price of freedom they do not
want to be overcharged, deceived, and
misled, nor do they want this country to
cease to be the land of freedom and
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opportunity for themselves and their
children when this war is over.

Others may regret that the people hate
bureaucracy and regimentation. But
democracy will be threatened if the peo-
ple ever cease to have a wholesome and
active interest in the affairs of their Gov-
ernment, What the people really hate
is incompetency—the incompetent, ego-
tistical, impractical, bungling, wasteful
bureaucrat who is hurting the war effort
and confusing the people. Americans
have not lost appreciation for humble,
efficient, and hard-working public ser-
vants who are doing a good job in the
various bureaus and agencies of the Gov-
ernment, And there are many of that
very type who deserve not the scorn but
the thanks of our people.

Business institutions are pointing out
that if they are to survive after the war,
all profits cannot be taken away in taxes.
This is correct. After all, upon business
institutions we will have to rely for the
employment of many returning service-
men and others when the war is over,
We cannot serve the public interest by
destroying either individuals or corpora-
tions and thereby destroying the eco-"
nomie structure of our country, On the
other hand, we cannot afford to be too
generous in providing for the financial
security of our people at héme for the
after-the-war period at a time when
nearly 10,000,000 men in uniform are
immobilized insofar as civilian life is
concerned. They have no chance to lay
aside for a rainy day. They have no
chance for profits, They only have a
chance to fight—perhaps to die. They
have no chance to get rich during the
war; they only have a chance to get
killed. One cannot make a proper ap-
proach to the tax question without hav-
ing these 10,000,000 men constantly in
mind, and Americans who have those
men in mind will want to pay as they
fight. A proper approach requires rigid
economy in Government, less liberal ap-
propriations by Congress and a stronger
tax policy.

The Nineteenth Congressicnal District
of Texas is an agricultural, not an in-
dustrial district. Those who produce
food and fiber are not happy about the
ugly charges which have been made to
the effect that the farmers aré greedy
and selfish; that they are trying to
profiteer out of the war. What the
farmer is trying to do is to produce for
victory. It does arouse the indignation
of the farmer to see excessive wages being
paid in war plants and to observe the ex-
cessive profits of many of the war in-
dustries. Fortunately, the bill before us
increases the excess-profits tax on cor-
porations to 95 percent.

If civilians at home are now angered
by the profiteering of selfish groups in
this country at this time, do you not
know that when the war is over, and our
men come marching home, their indigna-
tion over these wartime profiteers will
reach a very high peak indeed?

The question with us should not be
how much money we can make out of
the war, but how much we can con-
tribute by every means at our command
toward winning the victory at the earliest
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possible moment. The full and complete
cooperation of all our people is required.
We are standing at the threshold of great
opportunity and we cannot afford to fail.

Mr, KNUTSON. Mr. Chairman, I
yvield 1 minute to the gentleman from
Indiana [Mr. GRANTI.

Mr. GRANT of Indiana. Mr. Chair-
man, I ask unanimous consent o pro-
ceed out of order for 1 minute.

‘The CHAIRMAN. The gentleman
from Indiana asks unanimous consent
to proceed out of order.

Without objection, it is so ordered.

There was no objection.

Mr. GRANT of Indiana. Mr. Chair-
man, last August a soldier from the dis-
trict which I have the honor to represent,
Pvt. Charles H. Kuhl, of Mishawaka,
Ind., was with the American Seventh
Army in Sicily. He was then confined
to a hospital suffering from malaria and
sheli shock. On August 4 he wrote his
family, saying:

General Patton slapped my face yesterday,
and kicked me in the pants, and cussed me.

That family kept the letter and that
unfortunate incident, that hurt, to ifself.

Following the widespread publicity
given the incidents relating to Lt. Gen.
George S. Patton, Jr., in the last several
hours, this family has made known the
contents of that letter. Of course, they
could not help but feel as any American
father and mother would feel over such
an incident, but like every other Ameri-
can, their paramount thought is the
early and successful end to the war.

It is with considerable pride that I
read to you, Mr. Chairman, a statement
which was issued today in Mishawaka,
Ind., by the father of this young soldier:

I hold no personal feelings against Gen-
. .eral Patton. If he is a good man, as they
say, let’s keep him. We need good men.
I am willing to let the case rest as is and
drop the whole thing, and get on with the
war, I want to make it clear that we did
not make public the letter from Charles to
spite the general; otherwise, we would have
made it public long ago. As it was, we kept
silent about the whole affair until a report
of the incident was made in the newspaper.
Then we felt that we should inform the
South Bend Tribune of the letter we had
received from our son. We don't want to
stand in the way of a promotion of General
Patton.

That, Mr. Chairman, is the kind of
stuff of which Americans are made. Let
the Army handle its own problems and
let us get on with the winning of the
war.

Miss SUMNER of Illinois. Mr, Chair-
man, will the gentleman yield?

Mr. GRANT of Indiana. I yield.

Miss SUMNER of Illinois. Would the
gentleman tell us the date of that inci-
dent?

Mr. GRANT of Indiana. This letter
was dated August 4. It said the inci-
dent happened the day before.

The CHAIRMAN. The time of the
gentleman from Indiana has expired.

Mr. KNUTSON. Mr. Chairman, I
yield 5 minutes to the gentleman from
Nebraska [Mr, CURTIS].

Mr. CURTIS. Mr. Chairman, a little
while ago when members of the Con}mit-
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tee on Ways and Means were asking
unanimous consent to extend their re-
marks I was earnestly in the hope that
some member of the committee would
ask unanimous consent to eXpunge
everything the committee had done up
to now. I realize, however, they had a
tough job and I am very much pleased
over the fact that we are sending this
bill over to the Senate today. I feel
that the American taxpayers are entitled
to a tax bill that is not retroactive, and
I hope the bill comes back and becomes
a law before the calendar year 1943 ex-
pires.

The chairman of the committee told
us that in the last 5 years the tax hand
of Uncle Sam has reached down into the
incomes, pay envelopes, and other prop-
erties of the American people to the ex-
tent of changing our tax revenues from
$5,000,000,000 a year to $43,500,000,000,

I wonder who was hurt by taking that
additional $38,000,000,000? I believe for
the most part people continue to consume
food; no doubt they continue to buy
clothing—at least what is available to be
bought—but I believe, Mr. Chairman,
that more than any other one group in
America that has been hurt by this ex-
cessive tax program, our religious and
charitable institutions have been hurt.
It has been the endowed colleges, the
hospitals of America, the orphanages, if
you please, and the churches of America
that have taken the brunt of this cut in
the national income by reason of our tax
program.

In 1942 the contributions to religious
institutions were the lowest on a percent-
age basis in the history of America. In
1943 it will be still lower. An unfor-
tunate thing happened when we passed
the withholding tax—something that
violated a principle long established in
America. We have always held that 15
percent of an individual’s income if con-
tributed to religious and charitable insti-
tutions was exempt from taxation; but
consider the individual—and there are
millions of them—whose sole income is a
salary subject to the withholding tax.
In order for them to.carry on paying to
these splendid institutions they must pay
a tax on exempt income and then at the
end of the year file a claim for refund or
credit against the United States Govern-
ment. The result is that it is making a
tremendous inroad upon the income of
these splendid institutions.

I offered a bill to the committee which
would provide that an employee may no-
tify his employer of his anticipated con-
tributions at the beginning of a taxable
year and have that amount subtracted
from his wage at each pay-roll period
before the withholding tax was applied.

That principle has the support of the
colleges of America of practically every
denomination, Protestant and Catholic.
In the very few minutes at my disposal
I do not have time to go into this thor-
oughly. I could read resolutions from
the Protestants, the Lutherans, the
Christian Scientists, the Catholics, the
American Association of Colleges, and
various hospital associations. Yet the
committee turned a deaf ear to that pro-
posal. Eventually it will come. We
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cannot go on texing exempt income and
then expect people to file a claim for a
refund at the end of the year. We can-
not go on destroying the institutions that
make for a strong citizenry and have any
national income or property left in this
country.

The CHAIRMAN. The time of the
gentleman has expired.

Mr. ENUTSON. Mr, Chairman, I
yield such time as he may desire to
the gentleman from Michigan [Mr.
MICHENER].,

Mr. MICHENER. Mr. Chairman, the
primary purpose of this bill is to ex-
tend the life of the Commodity Credit
Corporation for such time as the war
emergency may require. The House
unanimously agrees that this should be
done,

There is difference of opinion, how-
ever, as to section 3 of the bill, which
would terminate the payment of con-
sumer subsidies on any agricultural
commodity, or commodity manufactured
therefrom, after January 1, 1944, pro-
vided, however, that the payment of
subsidies might be continued “in trans-
actions with respect to competitive do-
mestic vegetable oils and fats and oil
seed.”

In short, the only controversy before
the House is as to the advisability of the
payment of certain consumer subsidies
out of the Treasury of the United States.

It has been repeatedly said through-
out the debate that the rank and file of
the people are confused as to what sub-
sidies mean and as to what inflation
means. In order to appreciate the con-
troversy, it is necessary to have some
understanding as to what these terms
mean or imply. The dictionary defines
the subsidy about which we are talking
as—

Pecuniary aid directly granted by govern-
ment to an individual or commercial enter-
prise deemed productive of public benefit.

A leading economist defines inflation
as:

An increase in consumers’- purchasing
powegr in relation to the quantity of con-
sumers’ goods, manifesting itself in a rise
in the general price level. The causes of in-
flation are those forces that tend either to
increase consumers’ purchasing power or de-
crease the quantity of consumers’' goods.

We should all agree that consumer sub-
sidies are advisable if productive of pub-
lic benefit. I cannot conceive of a Mem-
ber voting against subsidies if he is con-
vinced that subsidies will in the end be
productive of public benefit. The pub-
lic is made up of all the people and it is
seldom, if ever, possible to enact a law
that is equally beneficial to all individ-
uals, classes, and groups. That is why
no law satisfies everybody. That is why
all laws should be so framed as to pro-
vide maximum benefits to the maximum
number, Special privileges and particu-
lar benefits to groups and classes should
always be avoided insofar as possible,
The public good is paramount.

This subsidy controversy resolves itself
into this question: Will the payment of
these subsidies be beneficial to the public
in the long run?
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It must not be forgotten that these
subsidies are of two kinds:

First. Producers’ subsidies, the pay-
ment of which is for the purpose of in-
creasing production of materials, com-
modities, and things necessary in this
war period. Here, again, the debate has
shown unanimity of opinion on the part
of the House; that is, there is no contro-
versy as to the payment of producers’
subsidies. This bill in no way affects such
payments; therefore, producers’ subsidies
are not an issue in this debate.

Second. Subsidies to be paid by the
‘Government to the consumer. Section 3
deals only with food and food products.
It works like this: The Government taxes
the people, or sells bonds to the people,
to raise money to make it possible for
the consumer to buy his groceries and
food at a price below that which he would
pay if the Government did not pay a part
of his grocery bill, These subsidies would
inure to the benefit of everybody who
purchased groceries and food regardless
of the wealth, the wage, or the income of
the person making the purchase. There
would be no distinction between paying
the grocery bill of Henry Ford or the wid-
ow with the small income; that is, a gen-
eral, over-all, uniform present—out of
the taxpayers’ money—is given to all of
the people of the country who buy grocer-
ies and food.

Our people may be divided into two
general groups for the purpese of this
discussion: (a) The war worker and
others now receiving the highest income
ever received for like work in human
history. This group constitutes a large
segment of our population. (b) The
professional person, the peacetime work-
er, including school teachers, municipal
employees, clerks, pensioners, and others,
who have had no commensurate increase
in income during the war.

The cost of living has increased defl-
nitely during the war. During the same
period the war worker wage has in-
creased much more. For instance, I
have in mind a national defense area
where approximately 40,000 persons are
employed in war industry at an almost
unbelievably high wage. In the same
community there reside approximately
3,000 persons who constitute the lower
income group referred to in (b). The
40,000 persons were never so financially
able to pay their own grocery bills as
they are right now. The 3,000 persons
find it very difficult to meet their living
expenses because of the high cost of liv-
ing and their limited income.

Those who advocate over-all consumer
subsidies would pay a like part of the
grocery bills of each group. It is dif-
ficult for me to reconcile this type of
public spending. The Federal Govern-
ment is billions of dollars in the red and
should not be called upon to pay the
living costs of any group of our people
which is abundantly able to support it-
self.

Equity and justice require that some
method be devised to make it possible
for both groups to enjoy the American
standard of living. This is a difficult
problem and it seems to me that the
stamp plan embodied in the bill offered
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by the gentleman from Massachusetts
[Mr. HerTeEr] has possibilities and, if
adopted, would make it possible for the
Federal Government, at much less ex-
pense and with more justice, to give aid
to the so-called white-collar low-income
group without subsidizing the other
group. At least some consideration
should be given to this or some other
alternative suggestion before the Gov-
ernment embarks upon a policy of uni-
versal grocery-bill paying.

It is not fair to tax all of the people,
including the boys in the front lines who
are receiving only $50 a month, to pay
the living expenses of those who are safe
and secure in bombproof jobs, when this
group is amply able, by reason of war
wages, to feed itself. Nevertheless, that
is just what the administration’s con-
sumer-subsidy policy contemplates.

Mr. Chairman, the payment of foed
subsidies is not a new idea. It was tried
out by, and confributed to, the fall of
the Roman Empire. Subsidies brought
on unbridled and uncontrolled inflation
in Germany after World War I. Sub-
sidies beget subsidies. Like opium, a
small dose is invigorating, but if taken
in sufficient quantities leads to ruin.
The first dose is innocent and harmless
but, when the patient feels the sensa-
tion, the will to resist is progressively
destroyed. It is the province of the eiti-
zen to support the State rather than
the State to support the citizen,

Prices must not be permitted to con-
tinue to rise, and it is the duty of the
Congress and the administration to pre-
vent this. I voted for the O. P. A, law
giving the President the power to control
prices. That was more than 2 years ago,
At that time, however, I supported the
Baruch amendment requiring the freez-
ing of prices and wages as of a given
date. I opposed selective freezing of
commodity prices at random, I felt
then that it would be wiser to require
an overall freezing of ceilings, and then
make provision for the thawing of price
ceilings if, when and where inequalities
were found to exist. I think that all of
us are convinced now that that would
have been the better procedure. The
administration thought otherwise and
its views prevailed. That is water gone
over the dam. Nevertheless, the Presi-
dent and the O. P. A. have sufficient
power today and, if these authorities will
administer the law as drected by Con-
gress, food subsidies should not be re-
quired. In this connection, I quote from
an editorial appearing on November 27,
1943, in Labor, the official organ of the
15 recognized standard railroad labor
organizations. That editorial says in
part:

Organized labor has gone along with the
O. P. A. in its efforts to control prices—even
to the extent of supporting the administra-
tion’s subsidy program—but prices have con-
tinued to soar. * * * Congress gave the
0. P. A. plenty of power. We stlll believe

that price have soared because that power
has never been vigorously used.

Mr. Chairman, I agree precisely with
this editorial, The paper, Labor, is no-
toriously pro-New Deal, which fact adds
much weight to its criticism of O. P. A.
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administration of the Price Stahilization
Act.

The opponents of consumer subsidies
believe that the principle is economically
and fundamentally unsound; that the
Congress has already given the President
sufficient power to control prices; that
it is economically and morally wrong to
take tax money out of the Federal Treas-
ury and hand it over to high-income
groups which do not need it; and that
such procedure will increase the spend-
ing power of these high-income groups,
thereby stimulating materially the
dreaded inflation which we all fear so
much.

The Administration in its advocacy of
consumer subsidies insists that without
such gratuitous payment on the part of
the Government, the general price level
will rise, that inflation will become ram-
pant, and that the whole economic struc-
ture will collapse. Indeed, the consumer
subsidy leaders throughout the debate
have indicated that the economic life of
the Nation hinges on the defeat of see-
tion 3 of this bill. They say that the
country is going to the dogs in a hurry
if this section is permitted to remain,
This position is supported largely by or-
ganized labor groups and is ballyhooed
by some radio commentators and news-
paper columnists. Generally speaking,
organized labor and organized -farmers
are the pro and con leaders in this con-
sumer subsidy dispute. Let us be prac-
tical and say that the farmer wants to
secure the highest legitimate price pos-
sible for his products, and that organized
labor wants to receive the highest wage
possible; but let us not forget the rest of
the people—who are not farmers or not
high paid organized labor workers. This
common man, in between these organiza-
tion groups, has no lobbyists in Wash-
ington except his hired men in the Con-
gress. It is, therefore, our responsibility
to give due weight to the whole problem
and, in the end, cast our own votes with-
out [ear or favor so far as either organ-
ized group is concerned. We cannot
please both groups.

I am satisfied that some prices are
going to rise and that the cost of living
is going to be increased, whether con-
sumer subsidies are paid or not. If these
subsidies are paid, it will mean borrowing
the money, and last but not least, it will
mean repaying this money by the tax-
payers together with interest; that is,
an additional mortgage to the amount
of the subsidy paid will be placed on the
United States. You who have had ex-
perience with mortgages know what the
payment of interest, as well as the pay-
ment of principal, means. Let us not
deceive ourselves because there is no
easy honest way to pay off a public debt.
Necessary aid, yes. Needless contribu-
tions and gratuities, no.

Now let us consider inflation for a mo-
ment., If “the causes of inflation are
those forces that tend either to increase
consumer purchasing power or decrease
the quantity of consumer goods” then
the payment of consumer subsidies will
be inflationary because it will increase
purchasing power and will not increase
the quantity of consumer goods. The
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effect will be the same as if the wage or
the income of the consumer were in-
creased to the amount of the subsidy.
The spending money of the war worker
who is now receiving $150 a week in wages
will be increased exactly to the amount
that the Federal Government helps pay
his grocery bill. Of course, this is infla-
tion, and the greater the subsidies the
greater the inflation. The roll-back
philosophy is just an indirect method of
increasing wages without admitting it.

The Government economists tell us
that inflation can only be avoided by tak-
ing away from the people some of the
money, which they now have, in the form
of higher taxes, and by producing more
goods and commodities. This means
that the law of supply and demand is
really what controls inflation. Surely,
paying a part of the consumers’ food bills
will not produce more food. Again, we
must not forget the difference between
producers’ subsidies and consumer sub-
sidies. I repeat, the economists tell the
Congress that “we must take steps either
to reduce the spending money of con-
sumers or to increase the supply of avail-
able goods.” The payment of consumer
subsidies does neither. The effect is just
the opposite. ’

Mr. Chairman, this bill has been thor-
oughly considered and passed the House
on a roll-call vote of 278 for and 118
against. It is silly to say that this is a
political partisan matter. The bill was
reported favorably by the Banking and
Currency Committee which has a large
Democratic majority. The author of the
hill, as well as many of its chief spokes-
men, are outstanding Democrats and
many of them New Dealers.

Every Member of the House had an
opportunity to offer any amendment he
desired under the general rules of the
House. The bill was not considered un-
der a “gag” rule, even though some of
the newspapers of the country have so
stated. I voted for the Monroney
amendment which would have tied in
subsidies with wages and, to this extent,
would have permitted temporary limited
subsidies. After hearing all the debate
and considering the threat of the Ad-
ministrator of the O. P. A., that if all
subsidies were eliminated immediately,
food prices would automatically increase
all along the line, I voted for the Kunkel
amendment, postponing the date of the
elimination of consumer subsidies until
further study could be made by the Con-
gress. Both of these amendments were
defeated. I then voted to send the bill
to the Senate. The O. P. A. has power
to permit prices to rise to any level it
desires. Its declaration that unless
Congress takes certain action then
prices will go up, certainly should give
us reason to pause.

In conclusion, the Congress is con-
fronted with a threat susceptible of ful-
fillment. We are dealing with a prac-
tical situation, not with a theory. In-
flation is now abroad in the land.
Prices have not been controlled and sta-
bilized as contemplated when the O. P. A.
law vested adequate power in the Presi-
dent. This is no time to talk about what
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should be because we are confronted
with what is.

While I am diametrically opposed to
the general subsidy philosophy, never-
theless, because of the way in which the
price-control law has been adminis-
tered, the country is in a fix, and I am in
much the same frame of mind as the
editorial writer of the largest daily in
my congressional district, who stated:

But we may have reached & point in our
economic problems which calls for seeking
any old port in a storm. 2

Mr, KNUTSON. Mr. Chairman, I yield
5 minutes to the gentleman from Cali-
fornia [Mr, HINsSHAW].

Mr. HINSHAW. Mr. Chairman, I do
not intend to take the full 5 minutes by
any means; I hope no one will begrudge
me a few minutes to express my gratitude
for this moment of vindication.

A little over a year ago when we were
considering the conference report on the
tax bill for which I had previously voted,
the conference report came into the
House from the Senate containing what
is now known and what was then known
as the Victory tax. I believed that tax
was the most unworkable, the most any-
thing you want to call it, piece of legisla-
tion I had ever seen and I had the temer-
ity, with only one other Member of the
House, to vote against it. Two of those
most affable gentlemen of the fourth
estate who preside over the destinies of
our words approached me following that
vote and asked: “Did you vote against
that Victory tax?” I said, “ I did.”

Those words went far and wide over
the country and this gentleman was very
bitterly condemned at home. That came
just before election and some of my
friends and political opponents stated,
“Hinsaaw has voted against victory by
voting against the Victory tax.” Now,
I find that the noble Committee on Ways
and Means, the Treasury Department,
and everybody in the United States
agrees that it was a miserable tax to
start with.

I therefore appreciate these few sweet
moments of vindication. The Victory
tax is repealed by this bill. It should
not have been enacted in the first place.

Mr. Chairman, this bill we are con-
sidering today will please no one. Mr.
and Mrs. John Public are entitled to a
simplification of tax returns. It is sug-
gested that the Ways and Means Com-
mittee take a long vacation from con-
sidering new forms of taxes, so that they
may be able to retire into their cloisters
and do a job of simplification. It takes
a Philadelphia lawyer and a Shanghai
accountant to make out one of these
returns and even then there is no even
close certainty that the return is correct.
People do not mind paying taxes but they
go into fits of profound despondency
when they contemplate making out the
returns.

Mr. DOUGHTON. Mr. Chairman, I
yield such time as he may desire to the
gentleman from Pennsylvania [Mr,
KeLLEY].

Mr. KELLEY. Mr. Chairman, I am
opposed to this tax bill. There are sev-
eral reasons. The principal reason is
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the inclusion of the minimum tax provi-
sion whereby the families of lowest in-
comes are subject to taxation. The ex-
emption for a married man is but $500
and but $100 for each child. Does no
one ever give a thought to the struggles
of the poor to win meat, bread, and but-
ter, and their consequent inability to pay
taxes? This smacks of rank injustice.

Mr. DOUGHTON. Mr. Chairman, I
yield 5 minutes to the gentleman from
Virginia [Mr. FLANNAGAN],

Mr. FLANNAGAN. Mr. Chairman, I
am disturbed over this bill in more ways
than one.

In the first place, I am afraid that we
are dodging our tax responsibility.
Under the tax bill passed sometime ago,

_we forgave billions of dollars and now in

response to the demands of the President
and the Treasury for a bill that would
produce ten or eleven billions of dollars,
we come in with a bill estimated to bring
in some $2,000,000,000. Do not forget
that we are spending billions of dollars,
the greater part of which we are borrow-
ing, and that some day we have got to pay
back every cent we borrow. The time, in
my opinion, to increase taxes is when our
people are making money, as they are to-
day, and can stand the additional bur-
den. Are we meeting our responsibility
as representatives of -the people, when
the Treasury needs money like it never
did before, by forgiving billions of dollars
as we did in the first tax bill, and then in
response to a request from our Secretary
of the Treasury for a bill providing for
ten or eleven billions of dollars, bringing
in a bill for only $2,000,000,000.

On yesterday, when the subsidy bill
was before the House, the argument was
made that, in paying subsidies, we were
asking our soldier boys to not only do the
fighting but to pay a part of our food bill
as well. While I thought the argument
spurious and demagogic, in forgiving in
the first tax bill and in this tax bill only
giving the Treasury two of the ten or
eleven billions asked for, I am not so cer-
tain that the argument cannot be ad-
vanced that in pursuing such a course we
are forcing our boys to do both the fight-
ing and the paying.

In the second place, I do not think
title VII, which provides for the renego-
tiation of war contracts, has any place
in a tax bill. Why? Well, let me tell
you why. A tax bill has to be brought in
under a closed rule. This is necessary in
order to prevent amendments that would,
in all probability, wreck the bill. A tax
bill, being highly technical, needs care-
ful and painstaking consideration, and it
would be impossible to write such a bill
upon the floor. No, I am not objecting
to the gag rule, so far as it applies to that
part of the bill raising taxes. What I
am objecting to is tacking title VII onto
the bill and attempting to gag me into
voting for or against the bill as a whole.
It has been charged, and I understand
upon good authority, that while the bill
under consideration will raise around
$2,000,000,000, the opening up of hun-
dreds of closed-contract cases, cases that
have been finally settled, and renegoti=-
ating settlements of these cases under the
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new rules set forth in title VII, will in all
probability cost the Government some
$5,000,000,000. Are we about to raise
$2,000,000,000 by taxes, give away $5,-
000,000,000 in opening up and renegoti-
ating settled war contracts, and wind up
some $3,000,000,000 worse off than when
we commenced? I wonder,

If it is right for these closed cases to
be opened up, why did not the committee
bring in a separate bill on the subject,
and give the membership of the House an
opportunity to look thoroughly into the
matter? Why legislate on the subject in
a tax bill. Are we about to put through
legislation by tacking.it onto a tax bill
that it would be impossible to put
through if considered independently

after free and open debate and with the

right to amend?

Mr. Chairman, because this bill con-
tains title VII, I cannot vote for it.

Mr. SAUTHOFF. Mr. Chairman, will
the gentleman yield?

Mr. FLANNAGAN. 1 yield to the gen-
tleman from Wisconsin,

Mr. SAUTHOFF. The gentleman
from California [Mr. GeaRHART] and the
gentleman from Illinois [Mr., CHURCH]
objected to any renegotiations. I wanted
to ask them if they felt that the soldier
who was drafted into the service had
the right to renegotiate?

Mr, FLANNAGAN. The charge was
made here yesterday that in paying a
subsidy we were asking the soldier boys
to not only do the fighting hut to pay a
part of our food bill. I am wondering
what the soldier boys are going to say
when they come back and find that in
the first tax bill we forgave seven or
eight billion dollars, then came along
with a bill providing for renegotiation
of contracts that will probably cost the
taxpayers $5,000,000,000. Are we ask-
ing them to do the fighting and the pay-
ing also? I wonder.

Mr. DOUGHTON. Mr. Chairman, I
yield 10 minutes to the gentleman from
California [Mr. Voorsuisl.

Mr. VOORHIS of California. - Mr,
Chairman, the remarks of the gentleman
from Virginia, who just addressed the
Committee, outline one of the reasons
why I opposed a closed rule on this bill,

First of all, may I say that my regard
for the members of the Ways and Means
Committee is a very sincere one and what
I am going to say in criticism of this bill
I am sure they will all understand. I
have sincere appreciation for the fact
that the members of that committee,
year after year, have been patient and
kind enough to listen to me come before
them and testify.

The most clear obligation of the Con-
gress has not been fulfilled in this bill,
The job that Congress should have done
in taxation has not been done in this
bill. I agree with the chairman of the
Ways and Means Committee when he
said that there has been too much talk
about inflation, There has been too
much of the wrong kind of talk about
inflation. There has been too much talk
about how a change in a farm price or
a change in a wage level is going to cause
inflation. I do not believe it does.
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These things are the result of an infla-
tionary situation.

Furthermore, inflation is not nearly as
ruinous to a nation as deflation is. I
have warned before of this, and I warn
again that our greatest danger to the
rank and file of the people in this coun-
try—and especially to agriculture—is
going to be from an attempt to bring
about a deflation after this war is over.
But that attempt will most certainly be
stronger to the extent that we permit
an inflation to take place now. Further-
more, the Government has taken the re-
sponsibility for determining by and large
the level of income of almost every single
person in this Nation. As long as that
is true, we have a corresponding obliga-
tion to see to it that the money they
receive is not deflated or diluted in value,
which is what will happen to the extent
we permit inflation to happen.

The reason I think the tax bill should
have been written from the standpoint
of the real need of wartime revenue of
the Nation on the one hand and the di-
vergence between the potential supply of
consumer goods and the income of the
people on the other is briefly as follows:

The only real answer to inflation, since
inflation is a monetary problem, is to
remove the pressure upon prices. The
way to remove the pressure on prices is
not fundamentally by setting up an
0. P. A., not fundamentally by paying
subsidies—those are second-best meth-
ods that you have to use if you do not use
the fundamental method—the funda-
mental method is to write your tax law
so it does the job. That was the burden
of my testimony to the committee some
weeks ago. I advocated then a program
different from the Treasury proposal, but
one which would have yielded about the
same amount of revenue to help pay now
for this war.

Briefly, the figures are as follows:
$136,000,000,000 of income paid out, $21,-
000,000,000 of personal taxes, leaving a
total of $115,000,000,000 of spendable in-
come in the hands of the people, not
evenly distributed, most of it distributed
to the people getting fairly good incomes,
At the same time, the maximum con-
sumer goods we can produce will be $90,-
000,000,000, if we continue to produce for
the war, as, of course, we must and will,

We could raise more money by taxes,
I believe, and I think we ought to. It
would be hard. I know it would be hard.
I agree with everything anybody said
about its being hard. But this is a hard
time, the hardest time America has ever
known. If we had that kind of a tax
program, then a bill such as was enacted
by the House yesterday would not neces-
sarily result in forcing prices up, because
the pressure upon prices would have been
removed to a great extent. With a cou-
rageous tax program supply and demand
would generally balance and much more
freedom could be allowed in the whole
economy.

People cannot really save the income
they are receiving now except if they
save it for expenditure over long periods
of time. I think an expansion of the
social-security program should be pro-
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vided for with long-term savings of a
compulsory nature so that they would
come back .to the people gradually over
a pericd of time as they faced the con-
tingencies of old age, ill health, and
S0 on.

1 do not believe a proposal such as the
Treasury made would have worked, for
you would have had great refunds right
after the war. I think that would have
been a dangerous way to do it, because a
large part of the value of these refunds
would almost surely have been taken
away in a brief but violent post-war in-
flation.

In this whole problem Congress has
gotten itself fairly badly confused in its
thinking. On yesterday the debate cen-
tered around the question of inflation.
The majority voting for the bill yester-
day contend the people all had ample
buying power to stand sharp increases in
prices. On today debate has centered
around the question of the tax burden
with Members contending the country
is bled white. Yet in this bill today we
confront the one fundamental measure
that could be taken, the one effective
measure that could be taken in combat-
ing inflation. As I said a moment ago,
unless that measure, courageous taxa-
tion, is taken we are forced back on iess
desirable methods, methods that are not
as effective, methods that do employ a
greater degree of governmental control
of the economy. But we have to use
those methods if we do not effectively
use the fundamental one. Generally
speaking we have to have the O. P, A.,
subsidies, and all the rest, for the simple
reason that we have not passed a scien-
tific and effective tax program.

As a matter of actual fact, from t
figures I quoted a moment ago I can
point out that the amount of income
received on the average by Amer-
ican families today is about $4,000.
But it is by no means evenly dis-
tributed, of course. Fifteen million
families receive less than $1,000.
Some receive, of course, high in-
comes. Total income to persons who re-
ceive in excess of $5,000 of income in this
country amounts to one-fifth as much
as the income received by people who get
less than $5,000. A good deal has been
made of-that point. It has been said
that our tax burden on the people below
$5,000 is not commensurate even under
the Treasury proposal. I do not quite
agree, because after all there are 28 times
as many people getting incomes less than
$5,000 as there are those getting more
than $5,000. I would make the tax pro-
gram equitable all the way along the
line, but I would make it in accordance
with the ability to pay. After all, it is
not true that people with large incomes
do not spend it, it is not true that people
with large incomes do not contribute to
an inflationary demand for goods. They
do. Everybody does, except that group
of low and fixed income people who were
forgotten by the House on yesterday.

Mr. DISNEY. Mr. Chairman, will the
gentleman yield?

Mr., VOORHIS of California.

I yield
to the gentleman from Oklahoma.
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Mr. DISNEY. How would the gentle-
man make an equitable tax on ability to
pay where the variation between incomes
is so great under $5,000? A world of
people are not making any more now
than they did prior to the war.

Mr. VOORHIS of California. That is
right.

Mr. DISNEY. A great many are mak-
ing much more.

Mr. VOORHIS of California. That is
right.

Mr. DISNEY. What formula would
the gentleman suggest by which to reach
those who can pay, and not hurt those
- who have not had any higher income?

Mr. VOORHIS of California. The
gentleman asks me that question when I
have maybe a half minute remaining
and when I have promised the Chair-
man that I would not ask him for any
further time, so I shall do a thing I ordi-
narily would not like to do, refer the gen-
tleman to my testimony before his own
committee, where I attempted to outline
how I would solve that problem. He will
find there my answer to his question.

Mr. DOUGHTON. Mr. Chairman, I
yield such time as he may desire to the
gentleman from Florida [Mr. PRICE].

Mr, PRICE. Mr. Chairman, I have
continually tried to help the white-collar
worker, and if there had been an open
rule I would have offered the following
amendment:

On page 9, line 13, of H. R. 8687, introduced
by Mr. DouGHTON, chairman of the Commit-
tee on Ways and Means, November 18, 1043,
strike out the colon and add the following:
“Be it provided further, That on individuals
whose gross income for the taxable year is
not greater than 120 percent of his gross
income for the taxable year beginning in
1941: And provided further, That he has no
dependents and that his gross income for the
taxable year is not over $1,200: Provided fur-
ther, That an individual who has one or more
dependents and that his gross income for
the taxable year is not over $1,500: Provided
jurther, That an individual who has & hus-
hand or wife, and no other dependents and
that his gross income for the taxable year is
not over §1,800: And provided, That an indi-
vidual who has a husband or wife and one or
more dependents and that his gross income
for the taxable year is not over $2,400, and the
provision shall prevall (that in each case
neither individual’s income shall be 120 per-
cent of his gross income for the taxable year
beginning in 1941), shall not be subject to
the tax imposed by this chapter for the tax-
able year, if the taxable year begins prior
to the termination of hostilities in the pres-
ent war, as proclaimed by the President.”

This amendment simply provides that
a person who has not received as much
as & 20-percent increase in his income
since January 1, 1941, shall be exempt
from paying a tax on his income pro-
vided he or she is single and has no
dependents and makes $1,200 per year
or less. A

If the individual is single and has one
dependent he would be exempt if he
made $1,500 or less; if married and no
other dependents, he would be exempt
if he made $1,800 or less; if he was mar-
ried and had one or more dependents,
he would be exempt if he made $2,400
or less. .
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Let us see exactly what this means.
A single person making $1,200 or less
who has had not as much as a 20-per-
cent increase in his earnings since Jan-
uary 1, 1941, would actually receive a
yearly raise of $147.10 in his salary, or
approximately $12.25 per month.

If a person with one dependent was
earning $1,500 and had received less than
a 20-percent increase in his income since
January 1, 1941, he would actually re-
ceive $131.50 for the year, or an increase
of approximately $10.95 per month.

A person married with no other de-
pendents, making $1,800 per year under
the same circumstances, would receive
$115.90 for the year, or $9.65 per month.

A person married and with one de-
pendent, making $2,400, would receive
$165.10, or $13.75 per month.

Naturally, the more dependents the
less they would receive by the exemp-
tion. The highest figure of $13.75 per
month for a man, wife, and one child
would be less than a 10-percent raise,
which you can plainly see would come
within the Little Steel formula.

This would help the white-collar
workers we hear so much about. We
heard many in the well of this House
say they could not vote for subsidies be-
cause they would be really paying the
grocery bill for the rich as well as the
poor. Now we have a proposition here
that will help only those who are actu-
ally suffering, and I believe we will all
agree they need help.

I hope we will find some way to help
those who are really bearing the heaviest
burdens on the home front. To exempt
them from paying an income tax would
give them a raise that their employers
have been unable to grant. There would
be no color of a dole attached to this
relief and there would be no expense as
far as administering is concerned,

Mr. DOUGHTON. Mr. Chairman, I
yield 2 minutes to the gentleman from
Oklahoma [Mr. MONRONEY].

Mr. MONRONEY. Mr. Chairman, I
intend to vote for this bill but I cannot
vote for it without first saying that I
think it is a weak and faint-hearted ap-
proach to a real, honest-to-goodness,
wartime tax bill. I think it is weak be-
cause of the insignificant amount of
revenue it provides in relationship to
our expenditures in this year of the war.
I think it is faint-hearted because I think
it marks another congressional retreat
in action we should be taking to try
to hold the line against inflation.

I was afraid for the stability of this
country when we were spending $4,000,-
000,000 more per year than we were get-
ting in from taxation. Now when we are
spending $40,000,000,000 more per year
than we are getting in from taxation, I
think it is time for Congress to tighten
our belt and bring in a real wartime tax
bill,

Mr. DOUGHTON. Mr. Chairman, I
yield such time'as he may desire to
the gentleman from Louisiana [Mr.
Brooxs].

Mr. BROOKS. Mr. Chairman, I voted
this morning for an open rule in the
handling of this bill. I am opposed to
some of the provisions of H. R. 3687 and
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in order to obtain a separate vote on
these sections, an open rule was neces-
sary. Inthe vote this morning, the over-
whelming majority of the House indi-
cated its desire for a closed rule which
was adopted. As a result of this action,
it serves no useful purpose to eontinue
opposition to certain sections of this bill
and in voting the membership of the
House must accept or reject the bill in
toto. I have sought this time merely to
make plain my position in reference to
the adoption of the rule under which the
bill is being handled.

Mr. McCORMACEK, Mr. Chairman, I
am in receipt of a letter from William
Green, president of the American Federa-
tion of Labor, protesting against the pro-
visions of section 112 of the pending bill.

Any views or opinions of Mr. Green
are always worthy of deep consideration.

This letter states the position of the
A. F. of L. in opposition to section 112.
In the event the Senate amends section
112 in a manner satisfactory to the A. F.
of L., I know the contents of this letter
will receive the serious consideration of
the House conferees when the bill is in
conference.

AMERICAN FEDERATION OF LABOR,
Washington, D. C., November 22, 1943,
Hon. Jounw W. McCoRrMACK,
House of Representatives,
Washington, D. C.

My Dear CongrEssMAN: I wish to direct
your attention to section 112, found on page
28, of H. R. 3687, the tax bill now pending
before the United States House of Repre-
sentatives.

This section requires every organization,
with a few exceptions, who are exempt from
taxes under section 101, to file an annual re-
turn, stating specifically the items of gross
income, receipts, and disbursements.

On page 24 of the committee report on the
bill your attention is directed to the commit-
tee’s announced reasons for requiring these
reports.

“Under existing law a large group of corpo-
rations enjoy tax exemption and many of
which are not required to file information
returns.

“It has come to the attention of your
committee that many of these exempt corpo-
rations and organizations are directly com-
peting with companies required to pay in=-
come taxes, and that this practice is becom-
ing more widespread and affording a loop-
hole for tax evaslon and avoidance.

“These organizations were originally given
this tax exemption on the theory that they
were not operated for profit, and that none
of their proceeds inured to the benefit of
shareholders, However, many of these or=
ganizations are now engaged in operation of
apartment houses, office buildings, and other
businesses which directly compete with indi-
viduals and corporations required to pay
taxes on income derived from like opera-

o

_tions.”

These reasons are absurd if an attempt
should be made to apply them to labor or=-
ganizations, and unless some ulterior motive
lies behind the reasons for incorporating
such language in the bill we cannot under-
stand why labor organizations were not in-
cluded in the exemptions in section 112.

We realize fully that as a gag rule has been
granted for the consideration of this bill
that very little can be done about it when the
House considers the bill, but nevertheless we
wish to emphatically register our protest
against section 112,

Sincerely yours,
Wt GREEN,

President, American Federation of Labor.
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The CHAIRMAN. Under the rule
under which the bill is being considered,
at the conclusion of general debate the
bill is considered as read, and amend-
ments may be offered only at the direc-
tion of the Committee on Ways and
Means. _

Mr. DOUGHTON. Mr. Chairman, I
offer a committee amendment,

The Clerk read as follows:

Committee amendment offered by Mr.
DouGHTON: On page 11, in the third column
of the table, strike out “260.40" and insert
*260.60.”

On page §6, line 25, before “Section”, insert
“(a) In general—"; and on page 57, after
Iine 3, insert the following:

“(b) Taxable years to which applicable:
The amendment made by subsection (a) in-
sofar as it relates to flake graphite shall be
applicable with respect to taxable years be-
ginning after December 31, 1942."

Page 121, line 9, strike out “(d) " and insert
“(c).”

Mr, DOUGHTON. Mr. Chairman,
these are clarifying amendments that
carry out the intent of the committee.

The CHAIRMAN. The question is on
the committee amendment.

., The committee amendment was agreed
to

The CHAIRMAN, Under the rule, the
Committee rises.

Accordingly the Committee rose; and
the Speaker having resumed the chair,
Mr. Gorg, Chairman of the Committee
of the Whole House on the state of the
Union, reported that that Committee,
having had under consideration the bill
(H. R. 3687) to provide revenue, and for
other purposes, pursuant to House Res-
olution 360, reported the same back
to the House with an amendment
adopted by the Committee of the Whole.

The SPEAKER. Under the rule, the
previous question is ordered.

Mr. PRIEST. Mr. Speaker, I make the
point of order that a quorum is not
present.

The SPEAKER. Evidently a quorum
is not present.

Mr. McCORMACK. Mr, Speaker, I
move a call of the House.

A call of the House was ordered.

The Clerk called the roll, and the fol-
lowing Members failed to answer to their
names:

[Roll No. 165]
Allen, La. Fitzpatrick Johnson, Ind.
Auchincloss Fogarty Johnson, Okla.
Baldwin, Md. Ford Jones
Barden Fuller Eearney
Bates, Mass. Fulmer = Kee
Bland Furlong Keefe
Bolton Gale Eennedy
Boykin Gallagher Kerr
Bradley, Pa. Gavagan Kllburn
Buckley Gavin King
Byrne Gillette Kinzer
Canfield Goodwin Klein
Cannon, Mo, Graham LaFollette
Carter Grant, Ala, Lambertson
Celler Green Lesinski
Chenoweth Hale Lewis, Colo.
Compton Halleck uce
Crawford Harness, Ind.  Martin, Mass,
Cullen Harris, Va. Mason
Dewey Hart May
Dickstein Hébert Merritt
Dies Heffernan Miller, Conn,
Dirksen Hendricks Miller, Pa.
Douglas Hobbs Morrison, La,
Eaton Holifield Murphy
Eberharter Holmes, Wash. Myers
Fay Jackson Newsome
Fish Jarman Norton
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O'Brien, N. ¥, Scott Troutman
O'Leary Simpson, Pa. Vinson, Ga,
O'Toole Smith, Ohio Wadsworth
Philbin Smith, Wis. Walter
Plumley ESnyder Welss

Powers Bparkman ‘Wene

Pracht Starnes, Ala. Whelchel, Ga,
Ramspeck Sulllvan Whitten
Reece, Tenn., Sundstrom Wigglesworth
Reed, I11. Taber Wolfenden, Pa.
Robsion, Ky, Thomas, N.J. Wolverton, N. J,
Rodgers, Pa. Thomas, Tex, Woodrum, Va.
Rogers, Calif. Tibbott

Babath Tolan

The SPEAKER. On this roll call, 305
Members have answered to their names;
a quorum is present.

Further proceedings under the call
were dispensed with.

The SPEAKER. The question is on
agreeing to the amendment,

The amendment was agreed to.

The SPEAKER. The question is on
the engrossment and third reading of
the bill.

The bill was ordered to be engrossed
and read a third time and was read the
third time.

The SPEAKER. The question is on
the passage of the bill.

Mr. GEARHART. Mr. Speaker, I offer
a motion to recommit,

The SPEAEKER. Isthe gentleman op-
posed to the bill?

Mr. GEARHART. 1 am opposed to
the bill, Mr. Speaker.

The SPEAKER. The Clerk will re-
port the motion to recommit,

The Clerk read as follows:

Mr. GEARHART moves to recommit the

bill H. R. 3687 to the Committee on Ways
and Means.

Mr. DOUGHTON. Mr. Speaker, I
move the previous question on the
motion to recommit.

The previous question was ordered.

The SPEAKER. The question is on
the motion to recommit.

The motion to recommit was rejected.

The SPEAKER. The question is on
the passage of the bill.

The question was taken; and on a
division (demanded by Mr. HuLL) there
were—ayes 200, noes 27.

So the bill was passed.

A motion to reconsider was laid on
the table.

GENERAL LEAVE TO EXTEND REMARKS

Mr, DOUGHTON. Mr. Speaker, I ask
unanimous consent that all Members
may have 5 legislative days in which to
extend their own remarks on the rev-
enue act.

The SPEAKER. Is there objection?

There was no objection,

ADJOURNMENT UNTIL FRIDAY

Mr. McCORMACK. Mr. Speaker, I
ask unanimous consent that when the
House adjourns today it adjourn to meet
on Friday next.

The SPEAKER. Without objection,
it is so ordered.

There was no objection.

Mr. McCORMACK. I desire to an-
nounce that there will be no business on
Friday.

PERMISSION TO ADDRESS THE HOUSE

Mr. MICHENER. Mr, Speaker, I ask
unanimous consent that on Friday next,
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the gentleman from Michigan [Mr.
HorrMaNn] may address the House for 15
minutes?
The SPEAKER. Is there objection?
There was no objection.

EXTENSION OF REMARKS

Mr., MICHENER. Mr, Speaker, I ask
unanimous consent that the gentleman
from Illinois [Mr. REED] may extend his
own remarks in the Recorn and include
certain excerpts.

The SPEAKER. Is there objection?

There was no objection.

Mr. ARENDS. Mr, Speaker, I ask
unanimous consenf that the gentleman
from Pennsylvania [Mr. Gavin] who ad-
dressed the committee this afternoon
may be permitted to extend his réemarks
and include therein three letters.

The SPEAKER. Is there objection?

There was no objection.

ELECTION TO COMMITTEE ON
ELECTIONS NO, 1

Mr, DOUGHTON. Mr. Speaker, I
offer a privileged resolution (H. Res. 367)
which I send to the desk.

The Clerk read as follows:

Resolved, That THOMAS G, ABERNETHY, of
the State of Mississippi, and AnNTonIo M.
FERNANDEZ, of the State of New Mexico, be,
and they are hereby, elected members of the
Standing Committee of the House of Repre-
sentatives on Elections No. 1.

The resclution was agreed to.
EXTENSION OF REMARKS

Mr, O'CONNOR. Mr, Speaker, I ask
unanimous consent to extend my re-
marks in the Recorp and include therein
an editorial from the Miles City (Mont.)
Star, a daily newspaper in Montana,

The SPEAKER. 1Is there objection?

There was no objection.

PERMISSION TO ADDRESS THE HOUSE

Mr. O'CONNOR. Mr, Speaker, I ask
unanimous consent to address the House
for 1 minute.

The SPEAKER,. Is there objection?

There was no objection.

Mr. O’CONNOR. Mr. Speaker, I
pointed out here yesterday that we have
on storage in the United States today
630,000,000 pounds of beef, pork, mutton,
and lamb, and still the value of the
points is so high for all these meats that
it is impossible for the American people
to buy a needed supply of meat. I have
just received the following telegram from
three of the leading stockmen in the
State of Montana:

Livestock values continue to grow worse as
markets are becoming congested. Why not
remove all point values on meat? Montana
livestock growers are looking to you to help
save our industry,

Russerr MaNGER,
Ep McREYNOLDS.
OLivER EVERT.

And I want to say, Mr. Speaker, that
this is only one of a flood of telegrams
along this line that I am receiving. In
addition to the stored meats the coun-
try is full of beef cattle, sheep and hogs
that could be slaughtered,

The SPEAKER. The time of the gen-
tleman from Montana has expired.
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EXTENSION OF REMARES

Mr. RANDOLPH., Mr. Speaker, I ask
unanimous consent to extend my own re-
marks in the Recorp and to include
therewith certain parts of an article by
my colleague the yentleman from North
Carolina [Mr. BULwWINKLE].

The SPEAKER. Without objection, it
is so ordered.

There was no objection.

Mr. COFFEE., Mr. Speaker, I ask
unanimous consent to extend my own
remarks on three topics and in connec-
tion with each to include a newspaper
article.

The SPEAKER. Without objection it
is so ordered.

There was no objection.

COMMODITY CREDIT CORPORATION BILL

Mr. BROOKS. Mr. Speaker, I ask
unanimous consent to address the House
for 1 minute.

The SPEAKER. Without objection, it
is so ordered.

There was no objection.

Mr. BROOKS. Mr, Speaker, my col-
league the gentleman from Louisiana
[Mr. AiLEn] was unable because of
. sudden illness to be present to vote last
night on the Commodity Credit Corpora-
tion bill. I am authorized to state that
had he been present he would have voted
for the bill.

EXTENSION OF REMARES

Mr. VOORHIS of California. Mr.
Speaker, I ask unanimous consent to ex-
tend my own remarks and include a
short poem.

The SPEARER. Without objection it
is so ordered.

There was no objection.

Mr. HOLMES of Massachusetts. Mr.
Speaker, I ask unanimous consent to in-
sert in the Recorp a speech delivered by
Hon. Harold L. Ickes at the twenty-
fourth annual meeting of the Petroleum
Institute in Chicago. Itisestimated that
this will cost $117.

The SPEAKER. Without objection,
notwithstanding the cost, the extension
may be made.

There was no objection.

Mr. HOLMES of Massachusetts. Mr.
Speaker, I also ask unanimous consent to
insert in the REcorp a speech made by
Ralph K. Davies, Deputy Petroleum Ad-
ministrator for War, also at the American
Petroleum Institute’s twenty-fourth an-
nual meeting, on November 10. This is
estimated to cost $135.

The SPEAKER. Notwithstanding the
cost, without objection the extension may
be made.

There was no objection.

Mr. HARTLEY. Mr. Speaker, I ask
unanimous consent to include in the re-
marks I made this afternoon several let-
ters in connection with title IV of the bill.

The SPEAKER. Without objection it
is so ordered.

There was no objection.

RIGHTS OF VETERANS

Mrs. ROGERS of Massachusetts. Mr.
Speaker, I ask unanimous consent to
address the House for 1 minute and to

revise and extend my own remarks.
The SPEAKER., Without objection, it

is so ordered.
There was no objection.

- of veterans.
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Mrs. ROGERS of Massachusetts, Mr.
Speaker, the President on yesterday sent
to the House a message asking that cer-
tain legislation be passed for the benefit
I agree with those sugges-
tions, but I would like to state that the
administration should see to it that the
bills we have already passed for the vet-
erans be properly carried out and that
the veterans receive the full benefit of
those laws. This is not the case today,
and I am greatly distressed. Men and
women are going home from hospitals
without compensation; and veterans are
going home and nothing is done about
their rehabilitation. No real effort is
made while they are hospitalized to tell
them of their rights under laws we have
passed.
sentment because they have not been in-
formed and assisted with their claims.
The longer the time elapses after a vet-
eran’s discharge, the harder it is to
establish service connection for a dis-
ability or aggravation of a disability
which existed prior to enlistment; the
harder it is to secure employment, the
harder it is to secure the right kind of
training and rehabilitation. The service
men and women deserve the Govern-
ment's every consideration. It is the
just obligetion of the administration.

EXTENSION OF REMARES

Mr., GEARHART. Mr. Speaker, I ask
unanimous consent to extend my own
remarks in the Appendix of the REcorp
and to include therein two letters.

The SPEAKER. Without objection, it
is so ordered..

There was no objection.

Mr. JENNINGS. Mr. Speaker, I ask
unanimous consent to extend my own
remarks in the Appendix of the Recorp
and to include therein an address by the
dean of the law school of Duke Univer-
;ilty. It is estimated that this will cost

44,

The SPEAKER. Without objection,
notwithstending the cost, the extension
may be made.

There was no objection.

Mr. MERROW. Mr. 3peaker, I ask
unanimous consent to extend my own
remarks in the ReEcorp and to include
therein two resolutions adopted by New
England commissioners of agriculture,
representatives of milk-control boards,
and principal cooperative milk produc-
ers’ associations of New England on
November 19, 1943,

The SPEAKER. Without objection, it
is so ordered.

There was no objection.

Mr, ARNOLD. Mr. Speaker, I ask
unanimous consent to extend the re-
marks I made in the Committee of the
Whole this afternoon and to include
therein a letter.

The SPEAKER. Without objection, it
is so ordered. 3

There was no objection.

Mr, CARSON of Ohio. Mr. Speaker,
I ask unanimous consent to extend my
own remarks in the Recorp and to in-
clude an editorial from the Cleveland
Plain Dealer.

The SPEAKER. Is there objection to
the request of the gentleman from Ohio
[Mr, CarsonN]?

There was no objection.

There is a growing tide of re- -
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Mr. BISHOP. Mr., Speaker, I ask
unanimous consent to extend my own
remarks in the Recorp and to include
therein an editorial.

The SPEAKER. Is there cbhjection to
the request of the gentleman from Illi-
nois [Mr. Bisgor]?

There was no objection.

Mr, LANDIS, Mr. Speaker, I ask
unanimous consent to extend my own
remarks in the Recorp and to include
some editorial comments.

The SPEAKER. Is there objection to
the request of the gentleman from Indi-
ana [Mr. Lanpis]?

There was no objection.

(Mr. ProEeser asked and was given per-
mission to extend his own remarks in the
Appendix of the RECORD.)

Mr. ROWE. Mr, Speaker, I ask unani-
mous consent to extend my own remarks
in the Recorp in two instances and to
include editorials from two papers in my
district.

The SPEAKER. Is there objection to
the request of the gentleman from Ohio
[Mr. Rowel?

There was no objection.

Mr. GEARHART. Mr. Speaker, I ask
unanimous consent to extend my own
remarks in the Recorp and to include
therein an article by Harold G. Aron and
Frederick W. Eisner. Mr. Speaker, this
article will occupy more space in the
Recorp than permitted, and pursuant
to the rule I have applied to the Public
Printer for an estimate and he informs
me that it will take five and three-fifths
pages and the cost to the Government
will be $252. I ask unanimous consent
that this be included notwithstanding
the cost.

The SPEARER. Is there objection to
the request of the gentleman from Cali=
fornia [Mr. GEARHART]?

There was no objection. )

Mr. FISH. Mr. Speaker, I ask unani-
mous consent to extend my own remarks
in the REcorp and to include an editorial.

The SPEAKER. Is there objection to
the request of the gentleman from New
York [Mr, Fisul?

There was no objection.

Mr. GILLIE. Mr. Speaker, I ask
unanimous consent to extend my own
remarks in the Rzcorp and to include
correspondence between the Food Ad-
ministrator and myself, together with an
article from the Fort Wayne News Sen-
tinel concerning the Government's fail-
ure to maintain a support price on hogs.

The SPEAKER. Is there objection to
the request of the gentleman from In-
diana [Mr. GILLIE]?

There was no objection.

Mr. MUNDT. Mr. Speaker, I ask
unanimous consent to extend my own

remarks in the Recorp and to include -

certain editorials and newspaper com-
ments.

The SPEARER. Is there objectica fo
the request of the gentleman from South
Dakota [Mr, MuNDT]?

There was no objection.

Mr. PRIEST. Mr. Speaker, I ask
unanimous consent to extend my own
remarks in the REcorp and to include a
list of newspapers that have published
editorials in support of the Lea civil
aviation bill.
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The SPEAKER. Is there objection to
the request of the gentleman from Ten-
nessee [Mr. PRIEST]?

There was no objection.

Mr, HAYS, Mr. Speaker, I ask unani-
mous consent to extend my own remarks
in the Reccrp and to include therein an
editorial.

The SPEAKER. Is there objection to
the request of the gentleman from Ar-
kansas [Mr, Hays]?

There was no objection.

Mr. MAGNUSON. Mr, Speaker, I ask
unanimous consent to extend my own re-
marks in the Recorp and to include an
editorial from the Boston Daily Globe,
on the question of subsidies.

The SPEAKER, Is there objection to
the request of the gentleman from Wash-
ington [Mr. Macnuson]?

There was no objection.

SULLIVAN VERSUS MILLER

Mr. PETERSON of Georgia. Mr.
Speaker, I submit a privileged resolu-
tion and ask for its immediate consid-
eration.

The Clerk read the resolution (H. Res.
368), as follows:

Resolved, That the election contest of John
B. Bullivan, contestant, against Louis E.
Miller, contestee, Eleventh Congressional Dis-
trict of Missouri, be dismissed.

The resolution was agreed to.
A motion to reconsider was laid on the
table.
LEAVE OF ABSENCE

By unanimous consent, leave of ab-
sence was granted as follows:

To Messrs. EaToN, POWERS, CANFIELD,
AvcHincrLoss, TuomAs of New Jersey,
SunpsTtrRoM, and WoLvERTON of New Jer-
sey, on account of attending funeral of
the late Senator Barbour, of New Jersey.

To Mr. ALLEN of Louisiana (at the re-
quest of Mr. Brooks), for 2 days, on ac-
count of illness,

EXTENSION OF REMARKS

Mr. McCORMACK. Mr, Speaker,Iask
unanimous consent that at the end of de-
bate in the Committee of the Whole to-
day I may be permitted to insert my own
remarks and to include therein a letter
sent to me by William Green, president
of the American Federation of Labor.

The SPEAKER, Is there objection to
the request of the gentleman from Mas-
sachusetts [Mr. McCormMACK]?

There was no objection,

CONSTRUCTIVE SUGGESTIONS

Mr. McCORMACK. Mr. Speaker, I
ask unanimous consent to proceed for
1 minute.

The SPEAKER. Is there objection to
the request of the gentleman from Mas-
sachusetts [Mr, McCorMACK] ?

There was no objection.

Mr, McCORMACK. Mr, Speaker, I
listened with deep interest to the re-
marks made by the gentlewoman from
Massachusetts [Mrs, Rogers].. I always
have a feeling of pleasure when I hear
anything uttered on the floor of a con-
structive nature, and that includes criti-
cism that is constructive.

No matter what side of the aisle we
sit on, we are all interested in the men
and women who wear the country’s uni-
form and we are all interested in the
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men and women who may be discharged
from the Army because of wounds or for
any other medical reason. We are all
particularly interested in such persons

receiving the compensation to which they -

are entitled under the law as quickly as
possible. We all realize that there are
some practical difficulties, but there
should not be any delay beyond the
minimum,

As an individual member I welcome
the suggestion of the gentlewoman from
Massachusetts [Mrs, Rocers] and I join
with her in urging.the agencies of the
Government to whom we have delegated
the administration of laws relating to
our veterans, those who have been dis-
charged up to this time or those who may

-be discharged in the future, to expedite

action as quickly as possible in seeing
that those men and women who have
served our country in war and who have
been discharged because of physical dis-
abilities receive as quickly as is humanly
possible the rights that our Government
has determined they are entitled to un-
der the law.

I welcome, as I know all Members do,
constructive suggestions and construc-
tive criticism of the nature just given by
the gentlewoman from Massachusetts
[Mrs. RoGeRrs].

The SPEAKER. The time of the gen-
tleman has expired.

ADJOURNMENT

Mr., McCORMACK. Mr. Speaker, I
move that the House do now adjourn.

The motion was agreed to; accordingly
(at 5 o’clock and 56 minutes p. m,) the
House, pursuant to special order here-
tofore adopted, adjourned until Friday,
November 26, 1943, at 12 o’clock noon.

COMMITTEE HEARINGS
CoMMITTEE ON FOREIGN AFFAIRS

The Committee on Foreign Affairs will
meet in executive session at 10 a. m., Fri-
day, November 26, 1943, for further con-
sideration of House Resolution 350 and
House Resolution 352, providing for the
creation by the Executive of a commis-
sion to effectuate the rescue of the Jewish
people of Europe.

EXECUTIVE COMMUNICATIONS, ETC.

Under clause 2 of rule XXIV, execu-
tive communications were taken from
the Speaker's table and referred as fol-
lows:

928. A letter from the Acting Director,
Office of Civillan Defense, transmitting a
revised copy of quarterly estimate of per-
sonnel requirements for the quarter ending
December 31, 1943, covering the protective
property program of the Office of Civilian
Defense as submitted to the Bureau of the
Budget; to the Committee on the Civil
Service. .

929. A letter from the secretary, United
States Employees' Compensation Commis-
slon, transmitting copy of the quarterly es-
timate of personnel requirements presented
to the Director of the Bureau of the Bud-
get for the quarter ending December 31,
1943; to the Committee on the Clvil Service.

930. A letter from the Acting Secretary
of the Navy, transmitting a draft of a pro-
posed bill to provide for relmbursement of
certain Navy personnel and former Navy per-
sonnel for personal property lost or damaged
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as the result of a fire in Building B. 0. Q.
0-3 at the United States Naval Construction
Tralning Center, Davisville, R. I, on March
27, 1943; to the Committee on Claims,

931. A letter from the Chairman, War
Production Board, transmitting the eighth
report upon the operations of the Chalrman
of the War Production Board; to the Com-
mittee on Banking and Currency.

932. A letter from the Acting Secretary of
the Interior, transmitting, pursuant to sec-
tion 16 of the Organic Act of the Virgin Is-
lands of the United States, approved June 22,
1936, one copy each of various legislation
passed by the Municipal Council of 8t. Thom-
as and St. John; to the Committee on In-
sular Affalrs.

933. A letter from the Secretary of War,
transmitting a copy of the quarterly estimate
of personnel requirements, as transmitted to
the Director of the Bureau of the Budget,
setting forth the estimate of the number of
employees required for the proper and effl-
clent exercise of the functions of the War
Department, for the quarter ending Decem-
ber 31, 1943; to the Committee on the Civil
Service.

934. A letter from the chairman, Joint
Committee on Reduction of Nonessential
Federal Expenditures, transmitting in ac-
cordance with title 6 of the Revenue Act of
1941, Public Law 250, Beventy-seventh Con-
gress, a report on Federal personnel; to the
Committee on Ways and Means.

935. A letter from the- Archivist of the
United States, transmitting report on records
proposed for disposal by various Government
agencies; to the Committee on the Disposi-
tion of Executive Papers,

936. A letter from the Secretary of War,
transmitting a letter from the Chief of Engi-
neers, United States Army, dated May 8, 1943,
submitting a report, together with accom-
panying papers, on a review of reports on
Cape Porpoise Harbor, Maine, requested by a
resolution of the Committee on Rivers and
Harbors, House of Representatives, adopted
on March 11, 1941; to the Committee on Riv-
ers and Harbors.

937. A letter from the Secretary of War,
transmitting a letter from the Chlef of Engi-
neers, United States Army, dated August 12,
1943, submitting a report, together with ac-
companying papers, on a review of réport on
the Tennessee River and tributaries, with a
view to determining whether any improve-
ment of Bear Creek, tributary of the Tennes-
see River, In the States of Mississippi and
Alabama, is advisable, requested by a reso-
lution of the Committee on Flood Control,
House of Representatives, adopted on May 2,
1939; to the Committee on Flood Control.

938. A letter from the Becretary of War,
transmitting a letter from the Chief of Engi-
neers, United States Army, dated August 20,
1943, submitting a report, together with ac-
companying papers, on a review of reports
on Brazos Island Harbor, Tex., requested by
a resolution of the Committee on Rivers and
Harbors, House of Representatives, adopted
on February 11, 1841; to the Committee on
Rivers and Harbors.

939. A letter from the Secretary of War,
transmitting a letter from the Chief of Engl-
neers, United States Army, dated August 12,
1943, submitting a report, together with ac-
companying papers, on a preliminary exami-
nation and survey of Calleguas Creek, Calif.,
which comes within the authorization of the
Filood Control Act approved on June 28, 1838,
for streams in Los Angeles and Ventura
Countles, draining the Santa Monica Moun-
tains, Calif., directly into the Pacific Ocean;
to the Committee on Flood Control.

940. A letter from the Secretary of War,
transmitting a letter from the Chief of Engi-
neers, United States Army, dated April 21,
1943, submitting a report, together with ac-
companying papers, on a review of reports
on Black River, Sanilac and St. Clair Coun-
tles, Mich., requested by resolutions of the




1943

Committee on Rivers and Harbors, House of
Representatives, adopted on October 5 and
December 6, 1940; to the Committee on Rivers
and Harbors.

REPORTS OF COMMITTEES ON PUBLIC
BILLS AND RESOLUTIONS

Under clause 2 of rule XIII, reports of
committees were delivered to the Clerk
for printing and reference to the proper
calendar, as follows:

Mr. MAY: Committee on Military Affairs.
S 1410. An act to amend section 4 of the
act approved June 13, 1940; with amendment
(Rept. No. 886). Referred to the Committee
of the Whole House on the state of the
Union.

Mr, PETERSON of Georgia: Committee on
Elections No. 3. House Resolution 368. Res-
olution to dismiss election contest case of
John B, Sullivan, contestant, against Louis E.
Miller, contestee, Eleventh Congressional Dis-
trict of Missouri; without amendment (Rept.
No. 887). Referred to the House Calendar.

REPORTS OF COMMITTEES ON PRIVATE
BILLS AND RESOLUTIONS

Under clause 2 of rule XIII, reports of
committees were delivered to the Clerk
for printing and reference to-the proper
calendar, as follows:

Mr. JENNINGS: Committee on Claims.
8. 980. An act for the relief of the Wash-
ington, Brandywine & Point Lockout Rail-
road Co.; without amendment (Rept. No.
880). Referred to the Committee of the
‘Whole House. F

Mr. PATTON: Committee on Claims, H.
R. 1412. A bill for the relief of Mildred B.
Hampton; with amendment (Rept. No. 881).
Referred to the Committee of the Whole
House.

Mr. ABERNETHY: Committee on Claims,
H. R. 2097. A bill for the relief of W. J. Cox;
with amendment (Rept. No. 882). Referred
o the Committee of the Whole House.

Mr. PITTENGER: Committee on Claims.
H. R. 2109. A bill for the relief of the estate
of Mrs. Minerva C. Davis; with amendment
(Rept. No. 833). Referred to the Committee
of the Whole House.

Mr. ABERNETHY: Committee on Claims.
H. R. 38537. A bill for the relief of Bessie
Eason; with amendment (Rept. No. 884).
Referred to the Committee of the Whole
House.

Mr. McGEHEE: Committee on Claims. H.
R. 2680, A bill for the relief of Oswald L.
Sawyer; with amendment (Rept. No. 885).
Referred to the Commiftee of the Whole
House.

PUBLIC BILLS AND RESOLUTIONS

Under clause 3 of rule XXII, public
bills and resolutions were introduced and
severally referred as follows:

By Mr. JENKINS:

H. R.3730. A bill to provide for Federal aid
to the several States in carrying out plans
for industrial rehabilitation in the counties
thereof; to the Committee on Ways and
Means.

By Mr. TOWE:

H.R.3731. A bill to provide for the ap-
pointment of an additional district judge for
the district of New Jersey; to the Committee
on the Judiciary.

H.R,3732. A bill to repeal the prohibition
against the filling of a vacancy in the office
of district judge in the district of New Jersey;
to the Committee on the Judiciary.

By Mr. BARRY:

H. R. 2733. A bill to provide for college edu-
cation for qualified post-war veterans; to the
Committee on Education,
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By Mr. SIKES:

H.R.3734. A bill to provide for Federal aid
to the several States in carrying out plans
for industrial rehabilitation in the counties
thereof; to the Committee on Ways and
Means

By Mr. HOLIFIELD:

H.R.3735. A bill to provide for the read-
justment and rehabilitation of veterans in
the present war, during the post-war period,
by the extension of compensation after
honorable discharge from the service, and for
other purposes; to the Committee on Military
Affairs,

By Mr. WICKERSHAM:

H.R.3736. A bill to permit individuals to
deduct from gross income for income-tax pur-
poses certain amounts paid as life insurance
premiums; to the Committee on Ways and
Means.

By Mr. HOLIFIELD:

H.Res. 364. Resolution to provide for the
trial and deportation of individuals convicted
of disloyalty or treason to the United States
Government; to thr Committee on Immigra-
tion and Naturalization.

By Mr. PHILLIPS:

H. Res. 365. Resolution to amend rule XI of
the Rules of the House, so as to grant to
standing committees ‘he power of subpena;
to the Committee on Rules.

By Mr. ENGLE of California:

H. Res. 366. Resolution expressing the sense
of the House that the war relocation camp at
Tulelake, Calif., be transferred to the De-
partment of War; to the Committee on Mili-
tary Affairs.

PRIVATE BILLS AND RESOLUTIONS

Under clause 1 of rule XXII, private
bills and resolutions were introduced and
severally referred as follows:

By Mr. CANNON of Florida:

H.R.8737. A bill for the relief of M. H.

Harris; to the Committee on Claims.
By Mr. PAGAN: :

H.R.37T38. A bill granting an increase of
pension to Jose Vega Martinez; to the Com-
mittee on Invalid Pensions,

By Mr. ROLPH:

H.R.3739. A bill for the relief of the Wesix
Electric Heater Co.;, to the Committee on
Claims,

PETITIONS, ETC.

Under clause 1 of rule XXII, petitions
and papers were laid on the Clerk’s desk
and referred as follows:

3718. By Mr. BRYSEON: Petition of Ruth
W. Cooley and 33 other citizens of Denver,
Colo., urging enactment of House bill 2082, a
measure to reduce absenteeism, conserve
manpower, and speed production of mate-
rials necessary for the winning of the war by
prohibiting the manufacture, sale, or trans-
portation of alcoholic liquors in the United
States for the duration of the war; to the
Committee on the Judiciary.

8719. Also, petition of Rev. C. H. French
and 85 other members of the First Methodist
Church, of Cameron, Mo., urging enactment
of House bill 2082, a measure to reduce ab-
senteeism, conserve manpower, and speed
production of materials necessary for the win-
ning of the war by prohibiting the manu-
facture, sale, or transportation of alcoholic
liquors in the United States for the duration
of the war; to the Committee on the Judi-
ciary.

8720. Also, petition of Mrs. Harry Lybrook
and 58 other citizens of Camden, Ohio, urg-
ing enactment of House bill 2082, a measure
to reduce absenteeism, conserve manpower,
and speed production of materials necessary
for the winning of the war by prohibiting the
manufacture, sale, or transportation of alco-
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holic liquors in the United States for the
duration of the war; to the Committee on
the Judiciary.

3721. Also, petition of Dr. G. F. Jones and
105 other citizens of Jackson, Tenn., urging
enactment of House bill 2082, a measure to
reduce absenteeism, conserve manpower, and
speed production of materials necessary for
the winning of.the war by prohibiting the
manufacture, sale, or transportation of alcc-
holic liquors in the United States for the
duration of the war; to the Committee on
the Judiciary.

8732. Also, petition of V. H. Lewis and 149
other citizens of Norman, Okla, urging en-
actment of House bill 2082, a measure to
reduce absenteeism, conserve manpower, and
speed production of materials necessary for
the winning of the war by prohibiting the
manufacture, sale, or transportation of alco-
holic liguors in the United States for the
duration of the war; to the Committee on the
Judiciary.

3723. Also, petition of Mrs. L. H. Peterson
and 30 other citizens of Erskine, Minn., urg-
ing enactment of House bill 2082, a measure
to reduce absenteeism, conserve manpower,
and speed production of materials necessary
for the winning of the war by prohibiting the
manufaeture, sale, or transportation of alco-
holic liquers in the United States for the
duration of the war; to the Comnmittee on the
Judiciary.

3724. Also, petition of Ruby E. Trapahagan
and 48 other citizens of Richland, N, Y., urg-
ing enactment of House biil 2082, a measure
to reduce absenteeism, conserve manpower,
and speed production of materials necessary
for the winning of the war by prochibiting
the manufacture, sale, or transportation of
alcoholie liquors in the United States for the
duration of the war; to the Committee on
the Judiciary.

3725, Also, petition of Rev. A. P. Gregory
and 86 other members of First Church of
God, of Modesto, Calif., urging enactment of
House bill 2082, » meastuire to reduce absen-
teeism, conserve nranpower, and speed pro-
duction of materials necessary for the win-
ning of the war by prohibiting the manu-
facture, sale, or transportation of alcoholie
liquors in the United States for the duration
of the war; to the Committee on the Judi-
ciary.

3726. Also, petiticn of Iris Whittlesu and
33 other citizems, of Portland, Oreg., urging
enactment of House bill 2082, a measure to
reduce absenteeism, conserve manpower, and
speed production of materials necessary for
the winning of the war by prohibiting the
manufacture, sale, or transportation of alco-
holic liquors in the United Btates for the
duration of the war; to the Committee on
the Judiciary.

8727. Also, petition of 681 citizens of Ot-
tumwa, Iowa, urging enactment of House
bill 2082, a measure to reduce absenteeisny,
conserve manpower, and speed production
of materials necessary for the winning ot
the war by prohibiting the manufacture,
gale, or transportation of alcoholic liguors
in the United States for the duration of the
war; to the Committee on the Judiciary.

3728. Also, petition of Mr. and Mrs. Ivan
T. Lawson and 55 other citizens of Ijams-
burg, Md., urging enactment of House bill
2082, a measure to reduce absenteeism, con-
serve manpower, and speed production of
materials necessary for the winning of the
war by prohibiting the manufacture, sale,
or transportation of alcoholic liguors in the
United States for the duration of the war;
to the Committee on the Judiciary,

3729. Also, petition of Mrs. John Van Oden
and 20 other citizens of Livingston, Mont.,
urging enactment of House bill 2082, a nreas~
ure to reduce ahsenteeism, conserve mans-
power, and speed production of materials
necessary for the winning of the war by




9976

prohibiting the manufacture, sale, or trans-
portation of elcoholic liquors in the United
States for the duration of the war; to the
Committee on the Judiciary.

3730. Also, petition of Rev. George Woodall
and 50 other members of the Methodist
Church of &t. Helena, Calif., urging enact-
ment of House bill 2082, a measure to reduce
absenteeism, conserve manpower, and speed
production of materials necessary for the
winning of the war by prohibiting the manu-
Tacture, eale, or transportation of alcoholic
liquors in the United States for the duration
of the war; to the Committee on the Judi-
clary.

3731. Also, petition of Mrs, F. H, Burns and
220 other citizens of Indianapolis, Ind., urg-
ing enactment of House bill 2082, a measure
to reduce absenteeism, conserve manpower,
and .spzed production of materials necessary
for the winning of the war by prohibiting
the manufacture, sale, or transportation of
alcoholic liquors in the United States for
the duration of the war; to the Committee
on the Judiciary.

3732, Also, petitlon of Mrs, Joe Franklin
and 122 other citizens of Corpus Christi, Tex.,
urging enactment of House bill 2082, a meas-
ure to reduce absenteelsm, conserve man-
power, and speed production of materials
necessary for the winning of the war by pro-
hibiting the manufacture, sale, or transpor-
tation of alcoholic liquors in the United
States for the duration of the war; to the
Committee on the Judiciary.

3733. Also, petition of Edith Johnson and
19 other citizens of Tacoma, Wash., urging
enactment of House bill 2082, a measure to
reduce absenteeism, conserve manpower, and
speed production of materials necessary for
the winning of the war by prohibiting the
manufacture, sale, or transportation of al-
coholic liguors in the United States for the
duration of the war; to the Committee on
tha Judiclary. "

3734, Also, petition of 75 citizens of Val-
lejo, Calif.,, urging enactment of House bill
2082, a measure to reduce absenteeism, con-
serve manpower, and speed production of
materials necessary for the winning of the
war by prohibiting the manufacture, sale,
or transportation of alcoholic liquors in the
United States for the duration of the war;
to the Committee on the Judiclary.

3735, Also, petitlon of Rev. Hillyer H.
Straton and 161 other citizens of Detroit,
Mich., urging enactment of House bill 2082,
a measure to reduce absenteeism, conserve
manpower, and speed production of materials
necessary for the winning of the war by
prohibiting the manufacture, sale, or trans-
portation of alccholic liquors in the United
States for the duration of the war; to the
Committee on the Judiciary.

3736. Also, petition of Rev. H. A. Hammer
and 20 citizens of Redwood City, Calif,, urg-
ing enactment of House bill 2082, a measure
to reduce absenteeism, conserve manpower,
and speed production of materials necessary
for the winning of the war by prohibiting
the manufacture, sale, or transportation of
alcoholic liguors in the United States for the
duration of the war; to the Committee on the
Judiciary.

3737. Also, petition of Mrs. Fred Barnum
and 53 other citizens of Goodwell, Okla., urg-
ing enactment of House bill 2082, a measure
to reduce absenteeism, conserve manpower,
and speed production of materials neces-
sary for the winning of the war by prohibit-
ing the manufacture, sale, or transportation
of alcohelic liquors in the United States for
the duration of the war; to the Committee
on the Judiciary.

3738, Also, petition of Rev. Milton A, Marcy
and 101 members of the First Methodist
Church of Tacoma, Wash., urging enactment
of House bill 2082, a measure to reduce ab-
senteelsm, conserve manpower, and speed
production of materlals necessary for the
winning of the war by prohibiting the manu-
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facture, sale, or transportation of alcoholic
liquors in the United States for the duration
of the war; to the Committee on the Ju-
diciary.

3739, Also, petition of Mrs. O, Olsen and
100 other citizens of Chicago, Ill., urging en-
actment of House bill 2082, a measure to
reduce absenteeism, conserve manpower, and
speed production of materials necessary for
the winning of the war by prohibiting the
manufacture, sale, or transportation of alco-
holic liquors in the United States for the
duration of the war; to the Committee on the
Judiciary.

3740. Also, petition of 50 citizens of Ban-
gor, Maine, urging enactment of House bill
2082, a measure to reduce absenteeism, con-
serve manpower, and speed production of ma-
terials necessary for the winning of the war
by prohibiting the manufacture, sale, or
transportation of alcoholic liquors in the
United States for the duration of the war;
to the Committee on the Judiclary.

3741. Also, petition of 24 citizens of Rose-
burg, Oreg., urging enactment of House bill
2082, a measure to reduce absenteelsm, con-
serve manpower, and speed produetion of
materials necessary for the winning of the
war by prohibiting the manufacture, sale, or
transportation of alcoholic liquors in the
United States for the duration of the war;
to the Committee on the Judiciary.

3742, Also, petition of Floyd F. Smith
and 22 other citizens of Indianapolis, Ind.,
urging enactment of House bill 2082, a
measure to reduce absenteelsm, conserve
manpower, anf speed production of ma-
terials necessary for the winning of the war
by prohi-iting the manufacture, sale, or
transportation of alcoholic liguors in the
United States for the duration of the war; to
the Committee on the Judiciary.

3743. Also, petition of Rev. George W.
Henderson and 80 other members of United
Presbyterian Church, of West Sunbury, Pa.,
urging enactment of House bill 2082, a
measure to reduce ahsenteeism, conserve
manpower, and speed production of ma-
terials necessary for the winning of the war
by prohibiting the manufacture, sale, or
transportation of alcoholic liquors in the
United States for the duration of the war;
to the Committee on the Judiclary.

3744, Also, petition of 90 citizens of Mary-
ville, Mo., urging enactment of. House bill
2082, a measure to reduce absenteelsm, con-
serve manpower, and speed production of
materials necessary for the winning of the
war by prohibiting the manufacture, sale,
or transportation of alcoholic ligquors in the
United States for the duration of the war; to
the Committee on the Judiciary.

3745. Also, petition of 86 citizens of Wil-
lows, Calif., urging enactment of House bill
2082, a measure to reduce absenteeism, con-
serve manpower, and speed production of
materials necessary for the winning of the
war by prohibiting the manufacture, sale,
or transportation of alecoholic liguors in the
United States for the duration of the war;
to the Committee on the Judiciary.

3746. Also, petition of Mrs. Ernest Hutch-
enson and 31 other citizens of Elizabeth,
Pa., urging enactment of House bill 2082, a
measure to reduce absenteeism, conserve
manpower, and speed production of ma-
terials necessary for the winning of the war
by prohibiting the manufacture, sale, or
transportation of alcoholic ligquors in the
United States for the duration of the war;
io the Committee on the Judiclary.

8747. Also, petition of Mrs. Minnie Way and
88 citizens of Sea Igle City, N. J., urging
enactment of House bill 2082, a measure to
reduce absenteeism, conserve manpower, and
speed production of materials necessary for
the winning of the war by prohibiting the
manufacture, sale, or transportation of al-
coholic liquors in the United States for the
duration of the war; to the Committee on
the Judiclary.
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3748, Also, petition of 180 citizens of Indi-
anapolis, Ind., urging enactment of House
bill 2082, a measure to reduce absenteeism,
conserve manpower, and speed production of
materials necessary for the winning of the
war by prohibiting the manufacture, sale,
or transportation of alcoholic liquors in the
United States for the duration of the war;
to the Committee on the Judiciary.

8749. Also, petition of Mrs. Earl Nielson and
80 other citizens of Milbank, 8. Dak., urging
enactment of House bill 2082, a measure to
reduce absenteeism, conserve manpower, and
speed productlon of materials necessary for
the winning of the war by prohibiting the
manufacture, sale, or transportation of alco-
holic liguors in the United States for the
duration of the war; to the Committee on
the Judiciary.

3750. Also, petition of Warren K. Douglas
and 81 other citizens of Portland, Oreg., urg-
Ing enactment of House bill 2082, a measure
to reduce absenteeism, conserve manpower,
and speed production of materials necessary
for the winning of the war by prohibiting
the manufacture, sale, or transportation of
alcoholic liquors in the United States for the
duration of the war; to the Committee on
the Judiclary,

3761, Also, petition of Mrs. Earle Coleman
and 33 other citizens of Sudlersville, Md.,
urging enactment of House bill 2082, a meas-
ure to reduce absenteeism, conserve man-
power, and speed production of materials
necessary for the winning of the war by pro-
hibiting the manufacture, sale, or transpor-
tation of alecholic liquors in the United
States for the duration of the war; to the
Committee on the Judiciary.

8752. Also, petition of Fred R. Cox and 35
other citizens of McLouth, Eans, urging
enactment of House bill 2082, a measure to
reduce absenteeism, conserve manpower, and
speed production of materials necessary for
the winning of the war by prohibiting the
manufacture, sale, or transportation of aleo-
holie liquors in the United States for the
duration of the war; to the Committee on
the Judiciary.

3753. Also, petition of 39 citizens of Seattle,
Wash., urging enactment*of House bill 2082,
a measure to reduce absenteeism, conserve
manpower, and speed production of materials
necessary for the winning of the war by pro-
hibiting the manufacture, sale, or transpor-
tation of aleoholic liquors in the United
States for the duration of the war; to the
Committee on the Judiciary,

3754. Also, petition of Mr. 8. A. Derr and
36 other citizens of Alva, Okla, urging enact-
ment of House bill 2082, a measure to reduce
absenteeism, conserve manpower, and speed
production of materials necessary for the
winning of the war by prohibiting the man-
ufacture, sale, or transportation of alcoholic
liquors in the Unlted States for the duration
of the war; to the Committee on the Judi-
clary.

3755, Also, petition of Hazel Thomas and
30 other citizens of Edlson, Ohlo, urging en-
actment of House bill 2082, a measure to re-
duce absenteeism, conserve manpower, and
speed production of materials necessary for
the winning of the war by prohibiting the
manufacture, sale, or transportation of al-
coholic liquors in the United States for the
duration of the war; to the Committee on the
Judicary.

3756, Also, petition of A. L. Fuller and 32
other citizens of Union, Maine, urging enact-
ment of House bill 2082, a measure to reduce
absenteeism, conserve manpower, and speed
preduction of materials necessary for the
winning of the war by prohibiting the man-
ufacture, sale, or transportation of alcoholio
liquors in the United States for the duration
of the war; to the Committee on the Judi-
ciary.

3767. Also, petition of Rev. Spencer Baker
and 27 other citizens of Baldwin, Ill., urging
enactment of House hill 2082, a measure to
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reduce absenteeism, conserve manpower, and
speed production of materials necessary for
the winning of the war by prohibiting the
manufacture, sale, or transportation of alco-
holic liquors in the United States for the
duration of the war; to the Committee on
the Judiciary.

3768. Also, petition of Ora Upham and 65
other citizens of Lebanon, N. Y., urging en=-
actment of House bill 2082, a measure to re-
duce absenteelsm, conserve manpower, and
speed production of materials necessary for
the winning of the war by prohibiting the
manufacture, sale, or transportation of alco-
holie liquors in the Unlted States for the
duraticon of the war; to the Committee on the
Judiciary.

3759. By Mr. ROLPH: Resolution No. 4 of
the Kiwanis International, California-Nevada
district, approving the decentralization of
governmental agencles; to the Committee on
Public Buildings and Grounds.

8760. Also, resolution No. 2 of the Kiwanis
International, California-Nevada district, op-
posing return of persons of Japanese ancestry
to the Pacific coast; to the Committee on
Military Affairs.

8761. Also, resolution of the Building and
Construction Trades Council of San Fran-
cisco, requesting the National Housing
Agency to program allocations to civilians’
new homes and that the Immigrant war
workers directive be set aside for these homes,
and that the War Production Board release
materials and grant priorities for their con-
struction in accordance with the civilian
needs of metropolitan centers; to the Com-
mittee on Banking and Currency.

3762, By Mr. KEOGH: Resolution adopted
by the Mining and Metallurgical Society of
America with reference to the so-called Kil-
gore-Patman bills; to the Committee on
Patents.

8763. Also, resolution adopted by the
American Institute of Consulting Engineers
with reference to the so-called Kilgore-
Patman bills; to the Committee on Patents.

8764. By Mr. SMITH of West Virginia: Peti-
tion of the Woman'’s Christian Temperance
Union of Nitro, W. Va., asking Congress to
pass the Bryson bill (H. R. 2082); to the Com=-
mittee on the Judiciary.

3765. By Mr. COCHRAN: Petition of Jos.
C. Walsh and 20 other St. Louis citizens, pro-
testing agalnst the passage of House bill
2082, which seeks fo enact prohibition for
the period of the war; to the Committee on
the Judiciary.

8766. Also, petition of C. H. Schauwecker
and 20 other St. Louis citizens, protesting
against the passage of House bill 2082 which
seeks to enact prohibition for the period of
the war; to the Committee on the Judiclary.

3767. Also, petition of R. J. Long and 22
othe - citizens, protesting against the passage
of House bill 2082 which seeks to enact pro-
hibition for the period of the war; to the
Committee on the Judiciary.

3768. Also, petition of Peter Eisel and
signed by 98 other St. Louis citizens, pro-
testing against the passage of House bill 2082
which seeks to enact prchibition for the
period of the war; to the Committee on the
Judiciary.

3769. Also, petition of Josephine McMahon
and 83 other St. Louis citizens, protesting
against the passage of House bill 2082 which
geeks to enact prohibition for the period of
the war; to the Committee on the Judiciary.

8770. Also, petition in the form of a tele-
gram submitted by President Morris Shapior,
and Secretary Noah W. Salz, of the Vaad
Hoeir Council of St. Louls Orthodox Jewry,
composed of 21 congregations, urgently urg-
ing support of the Rogers-Baldwin resolution
creating a commission to formulate and ef-
fectuate a plan to save the surviving Jewish
people of *Eurcpe from extinetion at the
hands of Nazi Germany; to the Committee on
Foreign Affairs,
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8771. By Mr. GWYNNE: Petition of Mrs,
R. O. Moore and signed by many other resi-
dents of Mason City, Iowa, urging passage of
House bill 2082, commonly known as the
Bryson bill; to the Committee on the Judi-
ciary.

3772. By Mr. THOMASON: Petition of em-
ployees of El Paso Natural Gas Co., urging
that the present rate for pay-roll deductions
under the Social Security Act be frozen at the
present level; to the Committee on Ways and
Means.

3773. Also, petition of employees of the
Zork Hardware Co., of El Paso, Tex., voicing
opposition to increase in social-security tax,
and approval of freezing the tax at the pres-
ent rate; to the Committee on Ways and
Means.

3774, Also, petition of employees of the
El Paso Electric Co., urging that present rate
for pay-roll deductions under the Social Se-
curity Act be frozen at the present level; to
the Committee on Ways and Means. -

8775. By Mr. SCHIFFLER: Petition of
Phares E. Reeder, acting executive secretary
of the West Virginia State Education Asso-
ciation, Charleston, W, Va., urging the pas-
sage of legislation providing Federal aid to
the public schools of the Nation; to the Com-
mittee on Education.

3776. By Mr. VURSELL: Petition signed by
Rev. E. L. Banta, of Jacksonville, Ill,, and
1,795 other citizens of Illinois, calling upon
the Congress and the Government to stop
the sale of alcoholic beverages and to sup-
press vice in and around Army camps; to the
Committee on the Judiciary.

3777. By the SPEAKER: Petition of the
Brown Swiss Cattle Breeders' Association, re-
questing a curtailment of Government regu-
lations; to the Committee on Banking and
Currency.

8778. Also, petition of the clerk, board of
supervisors, county of Los Angeles, State of
California, petitioning consideration of their
resolution with reference to opposing pas-
sage of Senate bill 1257 and House bill 3018;
to the Committee on Irrigation and Recla-
mation.

3779. Also, petition of the secretary, East-
ern Meat Packers Association, Inc., petition-
ing consideration of their resolution with
reference to House bill 3477; to the Com-
mittee on Banking and Currency.

SENATE

Fripay, NoveMmBER 26, 1943

(Legislative day of Thursday, November
18, 1943)

The Senate met at 12 o’clock noon, on
the expiration of the recess.

The Chaplain, Rev. Frederick Brown
Harris, D. D., offered the following
prayer.:

Father of all mercies, now that our
day of national thanksgiving has passed
as an observance we would put not away
the garments of praise; but with thank-
ful hearts we would take the cup of sal-
vation and with the grace of gratitude
bow in reverence before Thee, the giver of
all good.

We thank Thee for all the comrades of
the years who have walked and wrought
by our side. Especially do we thank Thee
for the life and service of our friend and
colleague who, after so many faithful
years in this Chamber, has suddenly end-
ed his earthly labors. We remember his
stalwart form which was but the fitting
tabernacle for a personality which radi-
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ated kindness and courtesy and an un-
faltering fidelity to public duty and to
the service of the Nation. Comfort those
whose hearts are stricken at his going.
While we mourn that we shall see his
face no more, solemnize us by the uncer-
tainty of our own working day. The hur-
rying pace of these crowded years fright-
ens and amazes us. Ere ever the day has
worn to noon or we have even planned the
work we meant to do, the night comes
down upon us and we can work no more.
We wake to mourn what we have missed,
to value most what comes no more.

May we lengthen our brief life by in-
tensity of living, filling swift hours with
mighty deeds. Let us hasten to speak
that which is within us, lest we be called
away before the story is begun. If there
is anything Thou hast meant us to do in
life, O spare us until we have accom-
plished it. If there is any kindness we
can show, may we not neglect nor defer
it, seeing that we pass this way but once,
And when the shadows gather round us,
whether that twilight shall be sooner or
later, may we be very near to the eternal
morning and to Thee and to those we
have loved and lost a while. We ask it
in the dear Redeemer’s name. Amen.

THE JOURNAL

On request of Mr. BargLEY, and by
unanimous consent, the reading of the
Journal of the proceedings of the calen-
dar day Tuesday, November 23, 1943, was
dispensed with, and the Journal was ap-
proved.

MESSAGE FROM THE PRESIDENT

A message in writing from the Presi-
dent of the United States was communi-
cated to the Senate by Mr. Miller, one of
his secretaries.

MESSAGE FROM THE HOUSE

A message from the House of Repre-
sentatives, by Mr. Maurer, one of its
reading clerks, communicated to the Sen-
ate the resolutions of the House adopted
as a tribute to the memory of Hon. W."
Warren Barbour, late a Senator from
the State of New Jersey.

The message announced that the
House had passed the following bills and
joint resolution, in which it requested the
concurrence of the Senate:

H.R.3477. An act to continue the Com-
modity Credit Corporation as an agency of
the United States, to revise the basis of an-
nual appralsal of its assets, and for other
purposes;

H. R. 3687. An act to provide revenue, and
for other purposes; and

H. J. Res. 175. Joint resolution commemo-
rating the fortieth anniversary of the first
airplane flight by Wilbur and Orville Wright.
ENROLLED BILLS AND JOINT RESOLUTION

SIGNED

The message also announced that the
Speaker had affixed his signature to the
following enrolled bills and joint reso-
lution, and they were signed by the Vice
President:

S.630. An act to amend section 107 of the
Judicial Code, as amended, to change the
terms of the district court for the middle
district of Tennessee;

8.759. An act conferring jurisdiction upon
the United States District Court for the East-
ern District of Tennessee to hear, determine,
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